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WAS APERFECT EXAMPLE 
OF MATERIAL SELECTION 


“Pipe prescription” means the selection of piping ma- 
terials best suited to meet each specific condition with 
regard for utmost economy per year of service. 


Public utility engineers are finding that in a huge net- 
work of piping many different conditions of corrosion 
necessitate the consideration of more than one kind of 
pipe. 

Tremendous savings can be accomplished if we give 
more thought to the doctrine of sound economics and 


less to that based on first cost. As far as piping is con- 
cerned “piping prescription” summarizes the situation. 


Practical experience prescribes the use of wrought 
iron pipe to meet certain conditions. In these places.no 
higher assurance of quality can be found than pipe 
marked with the Byers Spiral Stripe. 


Your engineering department is welcome to draw on 
our practical experience in helping solve their “piping 
prescriptions.” A. M. Byers Company, Pittsburgh, Pa. 
Established 1864. 


BYERS == PIPE 


INVESTMENT—NOT AN OUTLAY 
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85 LIBERTY ST. 


3500 Ib. 


Steam Pressure 


An experimental boiler... 
designed to operate at 3500 
pounds pressure .. . has been 
built for Purdue University by The 
Babcock & Wilcox Company. The 
University will use this boiler to 
explore the higher regions of 
steam pressures at and above the 
critical pressure where steam and 
water have the same density .. . 
the same weight. 

The design of this boiler is 
based on fourteen years research 
by Babcock & Wilcox engineers 
in the generation of steam at high 
pressures. It employs the same 
principles used in the forced flow 
stage of the Babcock & Wilcox 
Two Stage Boiler. 

A later announcement will 
show the principal constructional 
features of this new boiler. 


THE 


BABCOCK &WILCOX 


COMPANY 


NEW YORK, N.Y. 




















Pages with 


the Editors 





OnE of the evidences of the steady growth 
in circulation and prestige of Pusiic Utii- 
TIES FORTNIGHTLY—yet one which the edi- 
tors view, it must be confessed, with mixed 
emotions—is the increasing number of re- 
quests from publicity men for mention in 
our editorial columns of the particular man- 
ufactured product, or professional service, or 
economic theory or political interest which 
they are exploiting. 

* * 

INDEED, the daily mail brings into the 
sanctum enough press-agent propaganda of 
one kind or another to make our waste- 
basket concession an item to be reckoned 
with. 

* * 

Or course, the knowledge that editorial 
mention in the reading pages of this maga- 
zine is being regarded as increasingly desir- 
able, and that growing pressure is being ap- 
plied to force “write-ups,” “publicity ar- 
ticles,’ “reading notices” and other forms 
of commercial propaganda into our columns, 
is in itself a tribute to the value which is 
placed upon the editorial influence of Pustic 
Utiuities FortNIGHTLY; consequently it is 
flattering to the editors. 

* * 

Yer that very editorial influence has been 
built up by a rigid and impartial observance 
of our policy of excluding just such com- 
mercialism from our reading pages. 

*” 


Tus standard of editorial conduct has 
been consistently maintained from the very 
first issue of Pustic UTiLit1es FortTNIGHTLY. 

* * 


No reading matter of any kind—no fea- 
ture article, no departmental item, no single 
phrase or word—has ever been either in- 
serted in our reading pages or deleted from 
them as the result of pressure from our 
business office, or from a past, present or 
prospective advertiser. 

* + 


In other words: 
* * 
THE reading pages of Pusiic UTmirtiEs 
ForRTNIGHTLY are not for sale! 
a * 


OF course, a part of this publicity material 
is submitted to this magazine under the 
misapprehension that Pusiic UTILITIES 
FoRTNIGHTLY is somehow classified with the 
trade papers or technical journals, whose 


reading columns provide, properly enough, 


for trade items. 
* 

Pusiic UTILitieEs FortNIGHTLY is defin- 
itely not a trade paper, however; neither is 
it a technical journal. 

* 


Ir does not even impinge upon the realms 
of either of these important fields of periodi- 
cal publishing ; consequently it does not com- 
pete with them. 

* * 

Pusiic UtTivities FortNIGHTLY is, on the 
other hand, a class magazine of the review 
type; it is solely concerned with the eco- 
nomic, legal, political and financial prob- 
lems incidental to the regulation of public 
utilities. 

* a 

AND in that specialized field it occupies a 
position peculiarly (not to say exclusively) 
its own. 

% > 

AMoNG the new contributors to this issue 
of the magazine are included three authors 
and one artist. 

* 

RAyMOND Francis YATES, (whose article 
“Will the Electric Utilities Lead Us Back 
to Prosperity?” starts on page 131) is a 
professional writer who has had such exten- 
sive—and such successful—experience in the 
stock market that he has written a book 
about it. 

* * 

Born in Lockport, N. Y., in 1895, Mr. 
Yates began his literary career as a con- 
tributor to the Scientific American at the 
age of sixteen; became editor of Everyday 
Engineering in 1919; editor of Popular 
Science Monthly in 1920; editor of Popular 
Radio in 1928, and of Television in 1929— 
and in the meantime he has written numer- 
ous books on scientific and industrial topics. 

* x 


ALFRED P. ReEcK, whose critical survey 
of public utility “clip sheets” appears on 
pages 154 to 162, is the News Editor of The 
News, the Scripps-Howard tabloid published 
in Washington, D. C. 

* x 

THE fact that the Scripps-Howard chair 
of newspapers is definitely classified among 
the liberal dailies of this country, and is 
particularly critical of the utilities and a 


(Continued om page VIII) 


VI 











a 


February 5, 1931 





Public Utilities Fortnightly 


VII 





For ITABLE EQUIPMENT 


FOR PUBLIC CARRIERS 


rE MOTOR FR EIGHT 


MOTORIZED public carriers 
must keep investment, de- 
preciation and operating costs 
down to the lowest possible fig- 
ure if they are to meet competi- 
tion successfully and show a 
profit on their operations. 
And, in Fruehauf Semi-Trailers, 
they find the answer to this— 
their most important problem. 
First cost of a Fruehauf Trailer- 
tractor unit is from 30% to 50% 
less than that of a standard mo- 
tor truck of equal capacity. Be- 
cause a smaller power unit is 
used and also because the Frue- 
hauf has an estimated life of ten 
years, depreciation costs are low- 


ered materially. And, although 
two or three times the normal 
load of the power unit is hauled, 
operating expense is increased 
only 20% at the most. 

At the same time, a Fruehauf 
Semi-Trailer makes it possible for 
you to load your equipment to 
its maximum capacity and still 
comply with the road laws. 

We have compiled operation and 
maintenance cost figures and 
other valuable information in a 
handy  booklet—“Engineered 
Transportation.” We will be glad 
to mail you a copy free on re- 
quest. 


OLDEST AND LARGEST MANUFACTURERS OF TRAILERS 


FRUEHAUF TRAILER COMPANY 


Branches and Distributors In 


10950 HARPER AVENUE 


All Principal Cities 
DETROIT, MICHIGAN 


FRUEHAUF TRAILERS 


* Engineered Transportation” 
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VIII PAGES WITH THE EDITORS (continued) 


champion of government ownership; com- 
bined with the further fact that Mr. Beck 
is the particular editor of The News, to 
whom all of the press agent material from 
all. sources is submitted, gives his commen- 
tary a peculiarly pertinent flavor; certainly 
he is in a position to view the merits and 
the defects of publicity material from a 
broad perspective, and from the standpoint 
of a professional newspaperman. 
* * 

Mr. ReEcK was born in 1898, is a native 
of Ohio, and has been engaged in journal- 
ism since he was fifteen years old on papers 
in Ohio, Florida, South Africa and now in 
the nation’s Capital—taking out time only 
to serve as a lieutenant of infantry in the 
28th Division during the World War. 

* 


Rosert DouGAan, whose brief bit of satire 
on the ways of Congress when it considers 
the problems involved in the regulation of 
street railways, is the director of public rela- 
tions of the Potomac Electric Power Com- 
pany of Washington, D. C. 

* * 


Nert M. Crarxk, whose contributions to 
the series of articles “When a Utility Com- 
pany Merchandises” starts on page 140 of 
this number, graduated from Harvard in 
1912, was engaged in editorial work on 
System, the Magazine of Business for eight 
years, and since 1920 has been devoting 
himself to writing for the magazines on 
business topics; among his books are “Com- 
mon Sense in Labor Management” and “An 
Inside Story of Success.” 

* * 

INCIDENTALLY, the editors may here ob- 
serve that this series of articles by Mr. 
CLarK is based upon a study of the mer- 
chandising problem, made under the auspices 
of Pustic Urtiitres ForTNIGHTLY, cover- 
ing a period of several months; during this 
time the author got into contact not only 
with the utility companies, but also with 
the merchant groups and labor organiza- 
tions which have been involved in the con- 
troversies over the legal, moral and public- 
policy rights of a gas or electric corporation 
to enter the retailing field. 

* * 


Mr. CLarK has never had any connection 
with the utility industry, or with the retail- 
ing or labor interests; following the instruc- 
tions of the editors of this magazine for a 
“comprehensive and authoritative survey of 
the merchandising problem, written without 
prejudice on the basis of actual facts, and 
presenting both sides of the problem,” he ap- 
proached his assignment with an open mind 
and with no preconceived notions. 


TuHE editors believe that these articles 
constitute a peculiarly informative, dispas- 
sionate and essentially constructive contribu- 
tion to the literature of utility regulation. 

* * 


Max M. FetpMan, whose pencil drawing 
appears as the frontispiece of this issue, is 
a young Austrian who came to New York 
in 1923, where he entered upon his career 
as an artist by winning a poster competition 
in high school and thereby earning a schol- 
arship in an art school. 

x * 


His work found early recognition by the 
National Academy, the Water Color Society 
and the Architectural League, and upon his 
graduation from Columbia last June he was 
awarded a Carnegie scholarship which has 
enabled him to spend the past summer in 
study abroad. 

* * 

His drawing on page 130 of this issue is 
the first of a series of studies of public 
service structures to appear in Pusric Urt- 
ITIES FORTNIGHTLY. 

* * 

THE index for Volume VI of Pustic 
Urititres FortNIGHTLY covering the thirteen 
numbers beginning with the July 10, 1930, 
issue and concluding with the issue of De- 
cember 25, 1930, is now ready for distribu- 
tion. 

* * 
_ Reapers of this magazine who desire cop- 
ies of this index, for binding, will receive 
them free of cost upon application to Pusiic 
Urmitres FortniGHtLy, Munsey Building, 
Washington, D. C. 

* * 


THE publication of legal decisions in a 
form that resembles a magazine has led to 
the promulgation of the following rule in 
the Circuit Court of Madison County, 
Illinois: “READING newspapers or magazines 
will not be permitted during the time court 
is in session.” 

* ae 

Tuis action was taken after a bailiff had 
hauled an attorney before a judge because 
the lawyer had been reading a paper-covered 
copy of the North Eastern Reporter. The 
judge excused him because the periodical 
contained “legal decisions.” 

* 7 

Our lawyer subscribers may now bring 
Pusiic UTILITIES ForTNIGHTLY to court 
with them—at least, to the courts in Illinois. 

* x : 


THE next number of Pustic UTILiTIEs 
ForRTNIGHTLY will be out February 19th. 
—TuHeE Eprrors. 
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For the first eight months of 1930 


CITIES SERVICE COMPANY’S 
Net to Common Stock and Reserves was 


$30,063,152 


—nearly half a million dollars greater 
than for the entire year of 1929 





CITIES SERVICE COMPANY 
Net to Common Stock and Reserves 
1925 ... . $11,496,900 


1926 2. 2» o « 15,611,466 
1927. «ss « 22,604,926 
1928 . 2. ee @ 22,876,755 
1929 . «2 6 « 29,591,440 


1930 (Grst8 months) 30,063,152 





By investing in Cities Service 
Common stock you share in the 
record-breaking and growing 
earnings of the Cities Service 
organization. 


This is an excellent time to acquire 
Cities Service Common stock. For 
further information fill in and 
mail the coupon below, or consult 
your investment dealer or banker. 








HENRY L. DOHERTY & COMPANY 
60 Wall Street © New York City 


Branches in principal cities 




















Cities Service Radio Program —every Friday, 8 
P. M., Eastern Daylight Saving Time —N. B. C. 
Coast-to-Coast and Canadian network—34 Stati. 























HENRY L. DOHERTY & COMPANY, 
60 Wall Street, New York City 


Send copy of booklet describing the Cities Service organization 
and the investment possibilities of its securities. 


Name 
Address 
City 
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Armorclad Switchgear 


— combines into one 
metal encased, com- 
pound filled, factory 
built and assembled 
unit, all of the neces- 
sary apparatus to make 
a complete three phase 
oil circuit breaker in- 
stallation. 

Armorclad Switchgear is 
adaptable to practically all 
cases where formerly other 
types of alternating current 
switching equipments were 
used. It has lent itself ad- 
vantageously to installations 
where space limitations are 
such that it would be impossible to use another type. Primarily Armor- 
clad Switchgear was developed for use in mines and underground work 
where space and safety was of vital importance. Its use then spread to 
power houses and substations. Now its advantages are becoming recog- 
nized by practically all users of electric power. 


(tteis- -CHALMERS MANUFACTURING(O. 


MILWAUKEE, WIS. U.S.A. 
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1931 
Reminders of Notable Events 
Coming Events AL lM AW ACK and Anniversaries 
4 TA DE LA RUE made the first recorded effort to devise an incandescent lamp, using 
platinum wire in glass tubing, capped with brass; 1820. 
6 F The New Jersey legislature issued the first charter for the operation of a steam 
railroad to JOHN STEVENS, “the father of American railroads”; 1815. 
j 7 Sa New York talked to Chicago by telephone for the first time, thereby establishing a 
| record in long-distance transmission of the human voice; 1892. 
s S The first small electric street car made its appearance in Richmond, Va., to the 
} consternation of the populace; 1888. 
ap M WILLIAM MURDOCK first demonstrated the use of coal gas for illuminating 
purposes in his home at Redruth, England; 1779. 
10 Tu Gas lamps made their first appearance on the streets of Philadelphia; 1835. The 
— | Illinois Central Railroad was chartered; 1851. 
Il W THOMAS A. EDISON was born in Milan, Ohio; 1847. Gas street lamps were in- 


stalled in Paris; 1920. 





| 12 TA STONE & WEBSTER ended rumors that they were retiring from the public utility 
field by purchasing the Engineers Public Service Company; 1928. 

















13 F The first radio telephone conversation was carried on between New York and London; 
| 1926. The 10-cent air mail stamp was first placed on sale; 1926. 
; 
} 14 Sa ALEXANDER G. BELL filed his basic telephone patent (No. 174,465) on the same 
day as E. GRAY; 1876. Arizona Corporation Commission was created; 1912. 
1s S The first telephone exchange in Minnesota was opened at Minneapolis; 1879. The 
first spike was driven in the construction of the Northern Pacific Railroad; 1870. 
16 M { Start your plans now to attend the 54th annual convention of the National Electric 
Light Association at Atlantic City, N. J., June 8th to 12th; 1931. 
17 Tu Inventors in Cleveland, Ohio, experimented with an electrically operated street 
car; 1884, California opened its first telephone exchange; 1878. 





18 Ww ALESSANDRO VOLTA, an Italian pioneer of electrical science, after whom the 
“volt” was named as a unit of pressure, was born; 1745. 











“All things change.” 
—Ovip 
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Will the Electric Utilities 
Lead Us Back to Prosperity 


Following every major business depression, some 
industrial enterprise has risen to serve as the Moses 
to guide American business out of the economic 


wilderness. 


If—as this writer points out—the 


electric utilities are not throttled by over-regula- 
tion, they may well assume this leadership. 


By RAYMOND FRANCIS YATES 


RECORD of the ebb and rise of 
A the economic tide in the United 

States shows that each depres- 
sion has soon been followed by re- 
newed industrial vigor and renewed 
prosperity more virile than its prede- 
cessor. In each instance we have been 
fortunate enough to have spread out 
before us a fertile but undeveloped 
field in which to grow a new and 
gigantic industrial enterprise. Whit- 
ney’s cotton gin became the mamma 
of an economic infant. The invention 
of the clipper ship supplied not only a 
romantic but a highly profitable chap- 


ter in our economic history that lifted 
us out of the industrial sickness of the 
early forties by carrying American 
goods to foreign markets faster than 
they had ever been carried before. 
The weaving of our railroad systems 
was the largest factor in bringing to 
a close the trying period of depression 
that followed the Civil War, while the 
highly intensified production of auto- 
mobiles was a post-war development 
that was brought to a close during 
1929 after having supplied the United 
States with industrial stimulation that 
had no precedent. 
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we will lead us out of the pres- 
ent period of depression? 
What industry is large enough and 
faced with the same potentialities that 
were ahead of the automobile industry 
in 1920? 

It is still too early to look forward 
to the day when aerial argosies will 
darken our skies; the railroads have 
long since reached maturity and the 
unit of sale in the case of either radio 
or television is not large enough to be 
highly significant. The latter must 
simply occupy the position of favora- 
ble factors. Nor can we count upon 
the reéstablishment of the automobile 
industry to the position that it recent- 
ly held. We must look to some new 
colossus, and the question naturally 
arises : 

“Will the public utilities form the 
foundation of our next era of pros- 
perity ?” 


a ke gentleman in the rear row 
objects. He claims, and not 
without what might appear to be 
sound and obvious logic, that our 
public utilities are already prostrated 
with growth. 

Twenty million American homes 
are supplied with electric service. 
Copper threads are woven into the 
very woof and warp of our social and 
economic life. Forty-two million dol- 
lars are spent annually to operate 
our electric flatirons alone. Another 
$17,000,000 is needed to operate our 
radio receivers, and the tidy sum of 
$33,000,000 is spent annually to sup- 
ply electric refrigeration. Over six 
million farms are tapping that vast 
reservoir of energy created by our 
utility systems. The good gentleman 
in the rear row argues that the peak 


of the curve might have been nearly 
reached. 

Often comparisons are more in- 
structive than odious; in this instance 
we shall assume that the electrical 
appliance industry is in the same posi- 
tion as that occupied by the automo- 
bile industry in the year 1920. There 
is plenty of justification for this as_ 
subsequent facts will show although 
at first blush it might not appear fair 
to compare two industries so widely 
divergent. Perhaps it would be put- 
ting it more clearly to say that we 
shall compare the conditions sur- 
rounding each industry. 


HE first ten years (1900-1910) 

of the automobile industry were 
years of tedious and painstaking 
growth; years of flat tires, dusters, 
goggles, and washboard roads. The 
story of the amazing growth of the 
automobile between the years 1910 
and 1920 is a matter of history. Pub- 
lic demand reached undreamed-of 
heights, and as early as 1920 pessi- 
mists began to ta!k of saturation al- 
though the industry was at that time 
just at the threshold of its most profit- 
able era. 

Three important factors ushered in 
the final crescendo—the perfection of 
high-speed cutting tools which made 
real mass production possible, the 
growth of the national and state high- 
ways, and the creation of the finance 
corporation. 

The appalling production of 4,000,- 
000 automobiles during the year 1929 
was, indeed, an emphatic answer to 
the pessimists of 1920. So tremen- 
dous was the growth of automobile 
production between the years 1922 
and 1929, that its benefits pervaded 
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every phase of our economic life. 
Directly or indirectly, it filtered into 
every crevice of business. 


O” persistent friend in the rear 
row would embarrass us with 
the question, “Where does the paral- 
lel lie?” 

If we want to look upon the vast 
network of service wires as a system 
of highways over which the kilowatt 
hours may pass, the electrical utility 
industry is favored with the same set 
of factors that favored the automo- 
bile industry in the year 1920; that is, 
methods for the mass production of 
electrical appliances, a sufficiently ex- 
tensive system of good highways and 
finance corporations with total re- 
sources great enough to carry through 
a very large program. 

When viewed in this light, our com- 
parison begins to take on some sem- 
blance of logic. Indeed, the writer is 
bold enough to go farther and main- 
tain that the present market for elec- 
trical appliances offers more promise 
than did the automobile market in the 
year 1920. It is ready for its 
crescendo. ‘Talk concerning satura- 
tion is utter nonsense. 

The real electrical age is just dawn- 
ing; to use an allegory, only the fiery 
tip of the sun is visible in the eastern 
sky. 


UR persistent and _ pessimistic 
friend in the rear seat again 
interrupts with the suggestion that 
finance corporations have still to prove 


themselves during periods of depres- 
sion. He claims that instalment buy- 
ing is still in the laboratory of finance, 
a fair objection, but one that is not 
shared by our best banking brains that 
have studied the figures of finance cor- 
porations during the past year. Those 
who feared the test of this system of 
buying have held that a period of 
depression such as that we are passing 
through would result in such a vast 
number of repossessions that the sta- 
bility of even our largest financing 
corporations would be sorely tried. 
Surely only the confirmed “wet-blan- 
ket” could ask for a period of test 
more severe than that we have just 
survived and yet the figures indicate 
that, although the number of re- 
possessions did show a sharp increase, 
the total has been relatively unimpor- 
tant. 

During the first six months of the 
present year, the repossessions re- 
ported by four of the largest finance 
corporations amounted to the very 
modest sum (that is modest when 
compared with the volume of busi- 
ness transacted in this manner) of 
only $2,679,000. This compares 
with $1,486,000 in the year 1929. 

Recent figures showed that the total 
of the instalment paper past due 
amounted to only .31 of the retail 
notes receivable which totaled $528,- 
040,000. Most important is the fact 
that no insolvencies have been report- 
ed among the 1,500 finance corpora- 
tions in existence. 


e 


“To put it in figures, we are still $24,000,000,000 away 


q from the electrical age about which we hear so much. 
To what other industry can the United States look for 


industrial revival?” 


133 








PUBLIC UTILITIES FORTNIGHTLY 


So, we answer the gentleman in 
the rear row smilingly and with the 
reassurance that the finance corpora- 
tions are ready and anxious to serve 
the electrical industry in the same 
way they have served the automobile 
industry. 


[’ is well to look forward to the 
electrical appliance and the chance 
it may have to replace the automobile 
industry in the next retail revival of 
trade, but we must stop to ask our- 
selves how the value of needed equip- 
ment will compare with the value of 
the automotive equipment that was 
purchased between the years of 1922 
and 1930. 

Roughly, automobile manufactur- 
ers had before them a thirty billion 
dollar market for their products. It 
is quite natural that no two or three 
billion dollar infant can take the place 
of this industrial giant. A little com- 
putation shows that our proposed 
market is in no sense infantile and 
that it has every right to bid for its 
place in the industrial sun. 

No less than 12,000,000 vacuum 
cleaners would have to be manufac- 
tured and sold before every home in 
the United States could divorce itself 
of the broom and the carpet sweeper. 

No less than 14,000,000 electric 
radio receivers will have to be retailed 
before we hit the bedrock of satura- 
tion. 

Over thirteen million women are 
either sending their washing to the 
laundries or bending over the wash- 
board. 

As yet, we still have over 13,000,- 
000 homes that have no electric fans 
with which to meet the hot, sultry 
days of summer, and 17,000,000 elec- 


tric refrigerators are needed to give 
the ice man his final walking papers. 

And still we have not considered 
the fact that there is a market for 
18,000,000 oil burners, 17,500,000 
electric sewing machines, 18,000,000 
electric ranges, 15,000,000 percola- 
tors, and 18,500,000 ironing ma- 
chines. Nor have we mentioned other 
important devices like exercising ma- 
chines, kitchen beaters, automatic fur- 
nace tenders, and innumerable other 
small appliances which have been in- 
troduced during the past few years. 

Of all of the electrical appliances 
in use today, saturation is threatened 
only in the case of the electric iron, 
and that is far from being an im- 
portant item because of its small sale 
value. 


N ATURALLY the finance corpora- 
tions can be of no assistance 
in the distribution of the smaller items 
but they can and have been of great 
value in the sale of oil burners, re- 
frigerators, washing machines, elec- 
tric ranges, radio receivers, and sew- 
ing machines. Volume sales in con- 
nection with these articles offer im- 
mense possibilities. Our deficiency in 
domestic electrical devices amounts to 
about $24,000,000,000; a market at 
least large enough to take its position 
beside the automobile market without 
offering much in the way of apology. 

To put it in figures, we are still 
$24,000,000,000 away from the elec- 
trical age about which we hear so 
much. 

It is well to keep in mind that the 
extension of this market also involves 
other highly favorable factors that 
will have some bearing upon the re- 
turn of normal conditions. We have 
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Is the Electrical Industry on the Dawn of a 
New Era of Expansion? 


ce? I ‘HE present market for electrical appli- 
ances offers more promise than did the 


automobile market in the year 1920. 
Talk concerning 


ready for its CRESCENDO. 
saturation is utter nonsense. 


real electrical age is just dawning; to use an 
allegory, only the fiery tip of the sun is visible 


in the eastern sky.” 


It is 


The 








not as yet mentioned the enormous 
sums of money that will have to be 
spent by the utility corporations in 
preparing to supply the real electrical 
age with the power necessary to run 
it. Nor does the figure given, stupen- 
dous as it is, include the electrifica- 
tion of our railroads or farms, or the 
electrification of our steam-driven in- 
dustries, the lighting of state high- 
ways, exports, or the final perfection 
of television. 


o what other industry can the 
United States look for industrial 
revival ? 

To what other industry can public 
buying be attracted in such volume 
during the coming few years? What 
other industry is as well prepared? 

Our utilities have created a vast 
reservoir of energy and the people of 
this country are just beginning to 
learn how convenient it is to tap it 
and how marvelous are the things 
that it can do. When we speak of 
the “electrical appliance market’ we 
are not talking about mere luxuries; 
rather we are talking about devices 
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that lift the loads from our backs and 
that make life more agreeable and 
easier to live. There is ample basis 
for the belief that the electrical in- 
dustry is facing a great and signifi- 
cant era of expansion—provided that 
it is not throttled by over-regulation 
that will curtail its activities and dis- 
courage its enterprise. 

There is a very sound moral side to 
the matter with which we have been 
dealing. During the past ten years, 
our more pessimistic moralists have 
been ranting about the dissolution of 
the great American home as an insti- 
tution. Due to outside attractions, 
it is claimed, it is becoming more and 
more a mere place to eat and sleep. 
It does not brood its young as in the 
days of old before the movies and 
the miniature golf courses took the 
place of croconole and tiddledy-winks. 
Unless the home is reéstablished, we 
are breathlessly informed, dire things 
are going to happen. 

Although a sane reviewing of the 
facts does not support the theory of 
the professional reformers, there is 
some cause at least for mild concern. 
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There can be little doubt about the 
waning influence of the home. Curi- 
ous as it may appear on the surface, 
our utilities may develop into a great 
moral factor. Indeed, they have done 
so to some extent already by making 
homes better places to stay in. And 
what is going to happen when the out- 
side world comes to the fireside via 
television? Already the public-utility 
operated radio, moving picture ma- 
chine, and electric phonograph have 
been moral factors of no mean signifi- 
cance. It is possible that our next 
wave of prosperity will carry with 
it the regeneration of American home 
life much as the automobile carried 
with it a great change in our out- 
door life. These great industrial de- 
velopments appear to have a way of 
fitting into the scheme of things and 
it has often occurred to the writer that 
our great industrialists have not as 
yet given enough consideration to this 
side of the question. 


HE case of the farmer and cheap 
electric power offer an extremely 
interesting speculation, a speculation 
now tempered with many important 
data for the farmer is no longer a 
remote factor. He is both an indus- 
trialist and a laborer, and in this re- 
spect he affects our discussion differ- 
ently than does the city man. We 
must consider how the utility will af- 
fect not only his home life but his 
product as well, and the latter is by 
far the more absorbing side of the 
matter. Anything that bids fair to 
change the products of the American 
farmer must carry with it a deep sig- 
nificance. 
There was a time when we thought 
the United States was the world’s 


granary, but it is now obvious that 
our position is no longer secure. We 
have serious competition from the 
Argentine, from Canada, and Russia. 
Today the American farmer is faced 
with a very serious problem. He may 
have to reconcile himself to perma- 
nently lower prices for his wheat crop. 
The world has too much wheat and 
Russia, at least, is rapidly gearing 
herself to produce more. 

In a sense, the generation of cheap 
electric power has tended to make the 
problem of the farmer more difficult, 
inasmuch as it has been the cause for 
the appearance of very cheap ferti- 
lizers and cheap fertilizers have per- 
mitted the pushing back of the wheat 
growing line farther north. This it 
does by shortening the maturing pe- 
riod permitting the crop to be grown 
and harvested between shorter seasons 
and thereby opening up larger farm- 
ing spaces. The farmer of this coun- 
try is embarrassed, further, by the 
fact that this northern wheat is of 
much better quality than his own and 
at the present moment it is command- 
ing a lower price (at the time this arti- 
cle was written) by the rather uncom- 
fortable margin of 14 cents a bushel. 
The larger farms of the West have 
perfected to a high degree what might 
be called “mass” wheat production in 
an effort to lower the cost of the 
bushel and in this they have succeed- 
ed by the use of larger and better 
agricultural equipment. So efficient 
are these methods that the little farmer 
is in a poor position to compete with 
them, especially those who, during the 
war period, rushed in and purchased 
land for from $200 to $300 an acre 
when it was really worth half that 
price. 
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electric service lines, only a very small percentage is com- 


q “FiGuRES show that of the six million farms connected to 


pletely electrified. As a matter of fact, the percentage is 


so small as to be almost insignificant. 


The elec- 


tric power industry has in it the stuff with which great and 
almost boundless eras of prosperity are made. It may yet 
prove to be the Moses that will lead us out of the economic 


wilderness.” 


SB wg and other serious factors 
have contributed to greatly ag- 
gravate our problem of the farmer 
and students of the subject have long 
since felt that we must give up the 
notion of being the world’s granary 
and that our farmers must learn to 
produce new products and enter new 
markets that do not offer the type of 
competition that is offered today by 
the wheat market. Not only this but 
the farm must become a more per- 
fectly integrated and efficient unit of 
production. Old-fashioned methods 
must give way to better, easier, and 
faster ways of doing things. 

Our farms must be mechanized and 
electrified and farmers must come to 
realize that our public utilities stand 
ready and willing to help in this work 
of reconstruction. It is the only 
source of power that the farmer can 
use profitably for it is obvious that 
the gas engine, with its 20 per cent 
efficiency as compared with the 95 per 
cent efficiency of the electric motor, 
does not offer much promise. The 
case for the gas engine becomes still 
more difficult to support when figures 
relating to depreciation and reliability 
are brought forward for discussion. 

The farmer must look to something 
which will use his soil values more 
effectively and it is reasonable to as- 
sume that his choice will be between 


fruit and animal husbandry. In case 
he chooses the latter, electric power 
will offer him the most effective as- 
sistance by cutting his cost of labor. 
That American farm diversion should 
take this particular course is both the 
wish and opinion of our Department 
of Agriculture whose experts agree 
that this product enables the farmer 
to make his crops give a more valuable 
ultimate product. The animal func- 
tions simply as an added process in 
converting grass and legumes into 
suitable foods and by-products such, 
for example, as leather and glue. 


HIS extension of the animal hus- 
bandry industry will, before 
many years have passed, find a pow- 
erful ally in the quick freezing process 
which in itself is a robust infant 
reared on kilowatt hours and which, 
if its present trend is maintained (and 
there is certainly no reason that it 
should not be), will become an impor- 
tant factor in the return of normal 
conditions. We cannot help but won- 
der if the United States, in place of 
being the world’s granary, will not 
become the world’s butcher shop with 
the choice cuts of American meats, 
neatly packed and scientifically pre- 
served, finding their way to the tables 

of the nations of the world. 
It is estimated that nearly two hun- 
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dred tasks and chores on the farm 
may be done electrically at a cost en- 
tirely out of proportion to the labor 
done. In districts that have the lower 
rates, 10 cents worth of current will 
churn 40 pounds of butter, separate 
2,800 pounds of milk and cream, 
sharpen twelve axes, pump four days’ 
supply of water, and do four large 
family washings. 

There is little wonder in the fact 
that over six million farms in the 
United States have taken advantage 
of this service. One cannot but won- 
der what might happen to the fruit 
farms of California if they were de- 
prived of the electrically driven pumps 
used in connection within the irriga- 
tion ditches. 


HE figures show that of the six 
million farms connected to elec- 
tric service lines, only a very small 
percentage is completely electrified. 
As a matter of fact, the percentage is 
so small as to be almost insignificant. 
As yet not every farmer is alert 
enough to place automatically con- 
trolled electric lights in his chicken 
coop in order that his hens might be 
fooled into a 16-hour day instead 
of 14. 
In the treatment of this subject of 


domestic and farm electrification, 
many important things must be left 
unsaid. The subject is so large and 
so vital to the future of this country 
and its ramifications carry us into so 
many phases of our social and eco- 
nomic life that it is utterly impossible 
to treat anything but the fringes. We 
have said nothing about the matter 
of air-conditioning, electric heating, 
the welding of steel buildings, the 
promise of the thyratron in simplify- 
ing and reducing the cost of power 
distribution, the possibilities of elec- 
tro-horticulture, the application of 
electricity to industries that have not 
as yet used it, the importance of inter- 
connection or the application of 
photo-electric and thermionic devices 
to machine control. The modest 
amount of space available will not 
permit it. 

We shall simply have to rest our 
case with the hope that we have 
touched on enough of the possibili- 
ties and with enough conviction to 
prove to the gentleman in the rear 
seat that the electric power industry 
has in it the stuff with which great 
and almost boundless eras of pros- 
perity are made. It may yet prove to 
be the Moses that will lead us out of 
the economic wilderness. 





The President’s Latest Utterances on Regulation 


(Excerpts from Mr. Hoover's message to Congress, December 2, 1930) 


ELECTRICAL POWER. 
“ey HAVE in a previous message recommended effective regulation of 
interstate electrical power. Such regulation should preserve the 
independence and responsibility of the states.” 
@ 


RAILWAYS. 
ata * 8 - have determined upon a national policy of consolidation of 
the railways as a necessity of more stable and more econom- 
ically operated transportation. Further legislation is necessary to 
facilitate such consolidation. In the public interest we should 
strengthen the railways that they may meet our future needs.” 
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State Rate Experts Should Be 
Impartial 


HE New York Public Service 
Commission recently announced 
through the press that it would assign 
counsel, engineers, and accountants to 
work on the application of a railroad 
company for an increase in commuta- 
tion fares. 
But, according to the New York 
Times: 

“The commission is of the belief that it 
would be improper to use state funds for 
the employment of experts to be assigned 
exclusively to any one party in a proceed- 
ing, but it will endeavor to see that the 
facts relating to all relevant and material 
questions are presented in order that the 
record may be complete, and not devoted 
to the development of only one side of the 
case.’ 


This is a very interesting announce- 
ment in view of the opinion of a num- 
ber of political leaders that the primary 
or sole function of a public service com- 
mission is to represent the public, 
meaning by that, the ratepayers. 

There are many who think that it 
would be all right to use state funds to 
pay state experts solely for the use of 
ratepayers, and that it is the duty of a 
public service commission to act for the 
protection of utility patrons only, al- 
though the customer’s interest is as 
private or selfish as that of the stock- 
holders. 


Once seated on a commission, how- 
ever, the most radical ratepayer parti- 
san would soon come to appreciate that 
the stockholders of a company—the 
other party to the controversy—are en- 
titled to equitable treatment for the 
public good. 

Most men are square shooters. They 
believe in fair play. When they take 
the oath of office as public service com- 
missioners, they realize that they ought 
to use state money and to regulate util- 
ity companies for the common welfare 
not for the benefit of a single group 
whether that group consists of ratepay- 
ers or stockholders. 

The theory that it is the function of 
the commission to see that the facts re- 
lating to all relevant and material ques- 
tions are presented would appear to be 
sound. In the long run this is as good 
for the ratepayers as for the stockhold- 
ers. 

The assurance that a public service 
commission will act impartially on the 
facts; that it is as willing to protect 
stockholders as well as ratepayers is a 
big factor in attracting capital to the 
utility field, making more and better 
service at lower rates possible. It is a 
great improvement over arbitrary parti- 
san methods of rate making which were 
once so much in evidence. 
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When a Utility Company 
Merchandises 


II: The effect on rates and industrial relations when the utility 
competes with the retailer—and when it leaves him alone. 
HE first article in this series (in the January 22nd number) presented 


T: summary of the legal aspects of the merchandising of appliances by 
a gas or electric utility, and outlined the rules as laid down by the com- 


missions and courts. 


The third article (which will appear in the coming 


February 19th issue) will treat of the marketing methods employed by the 
utilities in codperation with the local merchants and labor groups—a busi- 
ness policy which many believe points the way to a solution of this trou- 
blesome problem in both public and industrial relations. 


By NEIL M. CLARK 


NE can hardly blame Smith. 
O He was quite right, as he 

viewed the matter, to “cuss, 
stew, and think mean thoughts”—as 
he says he did. For this is what hap- 
pened : 

Smith was, and is, a hardware deal- 
er in a medium-sized town. He sells, 
among other lines, gas ranges. At 
least, he used to. It was a pleasant 
little department, operated on a wide 
margin of profit per range, that usual- 
ly added three or four hundred dol- 
lars to the store’s annual net. Noth- 
ing to call out the Marines for, of 
course, but something to count on; as 
Smith himself expressed it, a “nice” 
business. He never pushed it very 
hard; why should he? People there- 
abouts well knew that he was the 
standby for ranges, and whenever 
anybody wanted one, the chances were 
they would find their way to Smith’s 


to buy it. He had a monopoly by de- 
fault. 

One day the gas company changed 
hands; the fat was in the fire. 


HERETOFORE, the town had never 
had much more than “just a gas 
company”; an outfit that drifted on 
a sea of indifference, incompetence, 
and half-hearted service toward the 
rocks of failure, until at last it was 
absorbed by one of the big utility- 
operating corporations. At once its 
regeneration began along aggressive 
lines well-established and proved in 
many other communities where simi- 
lar companies had been taken over and 
similar situations met—to the decided 
benefit of stockholders and, it must be 
confessed, of gas-users too. 
A quiet investigation disclosed just 
what the new management fully ex- 
pected to find: namely, a decided 
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shortage of up-to-date gas appliances 
in the homes of the town. There were 
old-fashioned ranges that had been in 
use, in some cases, for twenty-five 
years. There were few modern heat- 
ers’ very few hot-water heaters. 

The first step in the new régime 
was an atternpt to make people really 
conscious of gas once more, and to 
waken them again to the half-forgot- 
ten fact that gas is a convenient fuel 
for many purposes; and as part of the 
process, to equip them with appliances 
to use it, such appliances that they 
would be proud of them and happy to 
use them often and much. So a start 
was made where the need seemed 
greatest, with gas ranges. 


HE local management, of the gas 
company as is usual in such 
cases, was expected by the officials at 
headquarters to get results and get 
them quick. So they asked themselves 
how they could replace rattletrap 
ranges in the shortest possible time 
with efficient new ones. They had an 
answer and a method ready to hand: 
they would make the purchase of new 
ranges so easy and so tempting that 
it would be almost easier to buy than 
not. It was not a question with the 
gas company of making a profit on 
ranges; it was interested solely in in- 
creasing the consumption of gas. 
Therefore, in quiet and complete dis- 
regard of Smith’s already modestly 
established business, the gas company 
brought forth every ounce of its am- 
munition and loaded it into a rapid 
range-selling campaign conducted by 
experts, in which the following were 
principal inducements : 
(1) A kitchen range so handsome 
and shiny and fully-equipped with 


last-minute devices that any house- 
wife would covet it; 

(2) Free installation (Smith al- 
ways made a charge) ; 

(3) A credit of $10 on the old 
range regardless of size, condition, or 
make; 

(4) Terms, $1 down, balance in 
24 equal monthly payments, without 
interest ; 

(5) Gratis and to boot, a complete 
outfit of pots, pans, and kitchen uten- 
sils, worth $10 at retail (Smith ab- 
hored the use of premiums in any 
way, shape, or form). 

And the range itself was priced 
barely 10 per cent above Smith’s ac- 
tual cost on such an appliance! 


HO could resist this glorious of- 
fer? Two results followed 
directly. 

Number one was, that more ranges 
were sold in five weeks than had been 
sold previously in that community in 
as many years. 

Number two was, that “Smith’s” 
passed out of the picture as range 
headquarters. Mr. Smith found him- 
self neatly trimmed of a few hun- 
dred dollars in easy profits; and he 
became a crabbed, sore man about 
the gas company and all its ways, and 
began to talk loudly and frequently 
about the unfair competition of the 
hated public utilities. 

Here in a particular situation 
(which is not presented as typical), 
we find most of the irritants that have 
combined to create one of the vex- 
ing problems of present-day utility 
management—the merchandising of 
appliances. 

Without attempting for the moment 
to pronounce judgments, it is easily 
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Or shall they steer some middle 


seen that one irritant was Smith him- 
self: the relatively small local mer- 
chant with other irons in the fire, 
none too progressive in his methods, 
yet eager to have his finger in the 
easy profits of the appliance pie. A 
second irritant was the aggressive 
utility, that did not care a finger-snap 
about the profitableness of appliances 
as such, nor about Smith and his 
woes, but was immensely concerned 
over the all-important factor of high 
gas consumption—and took what 
seemed to be the shortest and surest 
mode of getting it. Out of such sit- 
uations, clash and conflict can come; 
indeed, they have come. 


HE fact is that a serious problem 
has been proposed, a challenge 
flung down. In the following words, 
one of the challengers avows his faith: 
“We believe that public service cor- 
porations should be legally restrained 
from engaging in the business of sell- 
ing merchandise.” 

A law. He wants a law. And he 
wants the law to say, substantially : 

“Utilities, stick to making gas or 
electricity. Keep your long noses out 
of the appliance feed bag!” 

Well, what about it? 

The question has got to be faced by 
every utility. What is to be done? 
Not as a matter of law (that aspect 
was amply discussed in a previous 
article in this magazine) but as a 
practical question of business policy. 
Viewed broad-mindedly, what pro- 
cedure is likely to bring the largest 
results in the long run? 

That, after all, is what matters. 


ee the utilities sit idly by and 
leave appliances alone? Shall they 
try to hog all the appliance business? 


course? These are the three possi- 
bilities. One of them must be chosen. 
Each has its exponents in everyday 
practice. 

The agitation against utility mer- 
chandising is, in part no doubt, mere- 
ly the yawp of the loser, the whine 
of the inefficient, or the bark of those 
loudly looking for dark shadows un- 
der which to grind axes of their own. 
In part, however, it appears to be a 
genuinely justified protest against 
methods that belong, say, to the early 
dark days of oil, rather than to twen- 
tieth century merchandising. In these 
days business, supposedly, has a 
heart: or what answers the purpose 
somewhat better, the vision to realize 
that a step-on-’em-and-squash-’em pol- 
icy is not the summit of business 
acumen, but in the long run whittles 
the club wherewith itself is whacked. 
The justified protests, or those that 
seem to have a modicum of justice, 
are the ones that utility executives 
ought to inquire into if, for their own 
well-being, they mean to give this 
whole problem proper consideration. 

Let us examine a few of the more 
exaggerated complaints. 


NE dealer asservates that once 
upon a time he sold two or three 
water heaters a month. Then the gas 
company began selling water heaters. 
Now he says he does well if he sells 
two or three a year. His contention 
is that he cannot meet terms that 
amount to 75 cents down and two 
years to pay. 

An official of a master plumbers’ 
association points to the unfairness of 
a campaign that features an auto- 
matic storage gas water heater. It is 


142 











PUBLIC UTILITIES FORTNIGHTLY 





The Smaller the Volume of Utility Service, the More 


the Customer Pays for It 


“— is a common rule of utility service, as 
of business in general, that . . . im 
creased use of a commodity tends to lower the 
price. It is by building heavy loads for their 
lines that utilities realize the modern business 
ideal of increasing volume and profits by re- 
ducing prices. In this matter, the interests of 
utilities and the public are identical.” 
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sold to consumers, he affirms, at a 
price less than it costs a plumber, and 
on $3 monthly payments. 

A retail hardware dealer complains 
that his public service company sells 
an electric range at 10 per cent above 
cost, and installs the range free, and 
gives aluminum ware worth $15. 

Another public service company, it 
is charged, gives away kitchen cabi- 
nets, dishes, cutlery, mops, brooms, 
and kitchen utensils, in order to stimu- 
late the sale of appliances. 

A dealer declares that his local gas 
company is selling a gas refrigerator 
to consumers at the factory f. o. b. 
price, with free installation; while a 
range listed at $130 at the factory, 
he says, is sold for $95, installed. 


HESE cases are not typical. But 
there is no reason to doubt the 
facts as stated exist in certain situa- 
tions. And I freely confess that if 
I were a dealer, and any of these 
things happened to me, I should prob- 
ably want to go around and shoot out 
somebody’s windows. Or toss a 
sneeze bomb through the door. 
Wouldn’t you? ‘ 
It is worth while to add to these 


specific instances, which are culled 
from many, exact allegations and de- 
mands of those who want to lead util- 
ity merchandising to the public hang- 
ing ground. The following are ex- 
cerpts from the writings of certain 
denouncers : 


“The state guarantees them” (i. e., the 
utilities) “a certain fixed percentage or 
profit on their investment. They can and 
often do operate their merchandise depart- 
ments at an actual loss, and charge losses 
to general operating expenses, which are a 
part of the investment referred to. . . . 
Since they do not depend on profits from 
merchandise sales, they present a type of 
competition that puts the competing retailer 
almost out of the picture.” 

“The utility company can, and sometimes 
does, refuse to service appliances which it 
does not sell.” 

“They are allowed to sell items on a de- 
ferred payment plan and collect the pay- 
ments with their bills for service.” 

“It is not a question of what certain com- 
panies do—one way or the other. It is the 
question of the opportunity for unfair 
competition. . We take the stand 
that all public utility companies should be 
legally restrained from selling appliances 
under the flimsy excuse of increasing their 
power loads.” 


Very briefly, and leaving out much 
that might be considered of great im- 
portance, the above is the case of 
those appliance dealers who believe 
that utilities as merchandisers are bad, 
bad, bad. 
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Now, it is obvious that appliance 
dealers are not the only ones whose 
interests have to be considered in this 
matter. In fact, it is a three-cornered 
affair. One party at interest is the 
public. Another is the utility. A 
third is the body of independent deal- 
ers and contractors who handle appli- 
ances. 


W™ precisely, is the interest of 
the public in this controversy? 

Perhaps we can state it most sim- 
ply and vividly in the form of half a 
dozen theorems embodying the basic 
economic facts. Thus: 

a. The public wants adequate and 
unhampered utility service under the 
most favorable conditions. 

b. It gives some company a monop- 
oly as the admitted best means of 
getting it. 

c. In return for exclusive rights, 
it demands that no resident of the 
community shall, through fault of the 
utility, ask for any accepted modern 
feature of utility service, and be un- 
able to get it. 

d. Gas and electricity are of no 
conceivable benefit to the public with- 
out appliances to use them. 

e. The public knows that nobody 
has a greater interest in providing 
proper appliances than the utility ; and 
in the case of certain nonstaple appli- 
ances (as will appear later) it is clear 
that nobody has amy interest in pro- 
viding them except the utility. 

f. The public asks, “What guaran- 
tee have we, if the utility does not sell 
appliances, or has not the right to do 
so—what guarantee that anybody else 
will certainly sell them, in all places 
and under all conditions? Will the 
state pass a law compelling every city 


to have one or more dealers in appli- 
ances ?” 

The succinct answer to this query 
is “Naturally not!” It is quite on the 
cards that if the public did not have 
the utility to fall back on for appli- 
ances, it might find itself in a sad 
way indeed. So it seems to follow 
from these fundamentals that it is to 
the public interest, beyond question, 
that the utilities should have the un- 
hampered right to sell appliances : and 
since they have most at stake, it seems 
that they ought to take some active 
part—indeed, assume leadership—in 
merchandising proper appliances. 


HE utilities, the second party at 

interest, are concerned with in- 
creasing the load; selling more gas 
and electricity. Every appliance is, 
or should be, a load-maintainer for 
them, or a load-builder. Therefore, 
the utility has a direct and immediate 
concern with every appliance that 
goes into a consumer’s home, no mat- 
ter whether the seller is the utility or 
some independent dealer. 


N™ the independent appliance 
dealer, the third party at inter- 
est, has taken his place in the picture 
because (a) there is a business service 
to be performed—supplying people 
with appliances; and (b) a profit is 
to be realized therefrom; and (c) the 
utilities have not taken steps, through 
their charters or otherwise, to keep all 
this part of the business for them- 
selves. 

The dealer’s interest is his imme- 
diate profit on particular transactions, 
coupled with whatever feeling he may 
have that it is important for him to 
cultivate a favorable reputation in the 
community, with a view to holding 
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and increasing his business for the 
future. He is not, however, bound 
to the particular community by ties 
of charter and compulsion to render 
universal service of a particular kind, 
as the public service company is. His 
business is under no form of special 
regulation. His stake in the com- 
munity is what he himself makes it. 
No more, and no less. His invest- 
ment, compared with that of the util- 
ity, is usually a trifle. His incentive 
to cultivate public good will by the 
soundest business practices is often 
on a scale commensurate with his in- 
vestment. 


o much for the parties at interest. 
Now let us turn for a few mo- 
ments to a consideration of the poli- 
cies that utilities have adopted with 
respect to appliances and merchandis- 
ing. | 
As we have seen, there are, in the 
broad, just three possible policies ; the 
utility can keep out of the appliance 
business altogether—some do this; or 
it can try to hog all the appliance 
business—some do this; or, and this 
is what the vast majority do, it can 
steer some middle course, following 
in general a live-and-let-live policy. 
In the last group, there is room for 
wide variations in practice, ranging 
from the company that actually does 
very little merchandising, or does it 
in hit-or-miss fashion, up to one that 


does a great deal of merchandising 
by means both energetic and intelli- 
gent. 


“Hyves first the group that fore- 
goes merchandising altogether. 
It might seem that this group could 
be disposed of with a word. Let us 
see. 

Certainly it is true that utilities in 
this group can, and generally do, 
avoid all disagreeable squabbles with 
dealers, contractors, plumbers, elec- 
tricians. At the same time, there is 
evidence from many sources to show 
that these utilities do themselves (and, 
therefore, in the long run, their cus- 
tomers) a disservice. 

How so? 

By failing to get as much load as if 
they did merchandise. 

Human nature being what it is, it 
is natural that independent dealers, 
whose immediate and perhaps sole 
interest is in merchandise profits (cer- 
tainly not in the gas or electricity 
that appliances consume) should fol- 
low the line of least selling resistance. 
They are bound to center their efforts 
mainly on appliances which already 
have wide customer-acceptance. They 
take the business that comes without 
too great a strain: complaining, in 
many cases, because it does not come 
still more easily! But that easy busi- 
ness is not, as a rule, load-building 
business. It is replacement business, 


e 


whose interests have to be considered in this matter of 


q “Ir is obvious that appliance dealers are not the only ones 


merchandising. In fact, it is a three-cornered affair. One 


party at interest is the public. 


Another is the utility. A 


third is the body of independent dealers and contractors 


who handle appliances.” 
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typically. It is selling Mrs. Jones a 
new range to replace the one she and 
Bill bought when they were married. 
It is selling a new range to the Smith 
newly-weds, who are setting up house- 
keeping in the widow Olson’s old 
house. It does not mean that the 
Joneses and Smiths are going to re- 
quire the gas company to enlarge its 
plant: merely that gas which was 
burned previously in old appliances 
will now be burned in new. 


_ of the let-alone policy, as 
compared with an opposite pol- 
icy, may be studied in two cities. 
From a utility point of view, these 
cities are much alike—in size, age, 
climate, wealth, constitution of the 
population, and other considerations. 

In one city the electric company 
pursues an energetic and intelligent 
merchandising policy. 

In the other city the electric com- 
pany has elected to do no merchandis- 
ing whatever. 

The first city has a yearly per 
capita consumption of electricity of 
over 700 kilowatt hours; the other, 
where no merchandising is done, has 
a per capita consumption of about 600 
kilowatt hours. 

Other reasons than merchandising 
may be advanced to account in part 
for this difference. It must be said 
in all fairness, however, that the 
smaller per capita consumption in the 
second city is due at least partly to 
the fact that no centrai, massed, sin- 
gle-minded, intensive effort is being 
put into the sale of load-building ap- 
pliances. And this case illustrates the 
general experience. 


uT how does this fact, which 
seems to be purely a concern of 


the utility, result in disservice to the 
public? 

Well, for one thing, the public gets 
less service. People have not been 
educated there to use as much elec- 
tricity, nor for as many things, and 
presumably if they had been so edu- 
cated, they would be enjoying com- 
forts and conveniences that they do 
not now enjoy. 

But that is only part of it. The 
public pays more for what it does get. 
For it is a common rule of utility 
service, as of business in general, that 
when other things are equal, increased 
use of a commodity tends to lower the 
price. It is by building heavy loads 
for their lines that utilities realize the 
modern business ideal of increasing 
volume and profits by reducing prices. 
In this matter, the interests of utili- 
ties and the public are identical. 

While, then, local conditions have 
a great deal to do with it, and the 
presence in a town of a single excep- 
tionally able independent appliance 
dealer may alter the complexion of 
matters entirely, it may be accepted 
as a general axiom that the utility 
that merchandises does a better job 
for itself and the community than the 
one that does not. So, although 
there are important companies that do 
not merchandise, the real nubbin of 
this problem is not whether they shall 
or shall not: but, granting that they 
should merchandise, how? In what 
manner ? 

The complaint of the agitators is 
that the utilities do it now in an un- 
fair manner—or if some of them do 
not actually compete unfairly, there 
is opportunity for them to do so, and 
their power to perform this possible 
evil, it is said, should be curbed. 
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Should the Utility Be Forbidden—or Compelled— 
to Sell Appliances 


66 te OME utility executives apparently believe 

firmly in the policy of riding rough-shod 
over independent dealers, in remaining per- 
fectly blind to their existence or interests. 
; In their defense it may be said that 
as long as there is talk of passing laws, a case 
might be made out, not at all far-fetched, for 
a law PROHIBITING ANYBODY EXCEPT THE 
UTILITIES FROM MERCHANDISING APPLI- 
ANCES. Or, a law permitting the 
utility to refuse to supply gas or electricity for 
use on any appliance which it did not sell or 








approve.” 





UTILITY executive who has been 
merchandising appliances for so 
many years that he has an excellent 
historical perspective on the situation, 
once declared emphatically : 

“Even if they decided to give away 
appliances, the utilities ought to be al- 
lowed to do it without let or hin- 
drance.” 

Although this man is not one of 
them, it is true that some utility 
executives apparently believe firmly in 
the policy of riding rough-shod over 
independent dealers, in remaining per- 
fectly blind to their existence or inter- 
ests, as was done in the case of Smith. 
They declare that any other policy is 
too slow and works in the long run 
against public interest. In their de- 
fense it may be said that as long as 
there is talk of passing laws, a case 
might be made out, not at all far- 
fetched, for a law prohibiting any- 
body except the utilities from mer- 
chandising appliances. Or, what 
would come to the same thing, a law 


permitting the utility to refuse to sup- 
ply gas or electricity for use on any 
appliance which it did not sell or ap- 
prove. 

I do not know anybody who is now 
disposed to advocate such a law. But 
if for no other reasons, it could be 
urged on the ground of public ex- 
pediency, in the interest of safety. 
For people are asphyxiated or other- 
wise injured or killed annually by 
faulty gas appliances, and more are 
killed or injured as a direct result of 
buying cheap, inefficient, improperly 
protected electrical devices. News- 
papers give only a hasty line or two 
to such accidents; they are too un- 
dramatic to be important news. 


B= consider another utility field. 
Who sells telephone sets? No- 
body. Not even the telephone com- 
pany. They rent them. 

Why? 

In order that you and I may be 
sure of having the right set of jiggers 
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to talk into and hear through, when 
we call up State 8300 or Bronx 0911. 
They own the whole thing—and as- 
sume complete responsibility for pro- 
viding dependable service. 

Imagine what would happen if 
every Tom, Dick, and Harry sold 
telephone sets, at every price range, 
and with every conceivable degree of 
quality or lack of it. What a mess it 
would be! What an increase in hos- 
pital cases due to acute telephonic 
prostration ! 

Yet the services are parallel. Pre- 
cisely. The telephone is a utility. 
Telephone wires coming into a house 
are of no more use to the household 
than are electric wires or gas pipes— 
until connected up to a receiving and 
transmitting appliance. It just hap- 
pened that the two industries evolved 
differently, and the telephone company 
very wisely, and to the infinite benefit 
of itself and the public, retained con- 
trol of the complete apparatus, not 
only the central exchanges and the 
common transmission cables, but also 
the private wires upon each individ- 
ual subscriber’s premises, the wires in 
his walls, and the actual appliance for 
talking and hearing. And they jeal- 
ously protect their right to prevent 
the use of any alien appliance what- 
soever. The telephone company, be 
it noted, did not have the argument 
of safety to urge, in order to get all 
the appliance business in its field. 
Only service. 


ND we do get service in this way. 
Magnificent service, on the 
whole.. And so inexpensively that, 
compared with the benefits conferred, 
the cost is nothing. I for one, should 
not be at all unwilling to see the gas 


and electrical appliance business, un- 
der adequate regulation, upon the 
same footing. But the practical 
problems of vested interests are prob- 
ably too great for that now. The 
tide has set in in another direction. 
The independent dealer nearly every- 
where has his spoon in the pudding 
and must be reckoned with. It is only 
fair that he should be. The industry 
has grown up in that way. So be it. 
How, then, to make the best of it? 


| Pad me hasten to set down what 
seems to me to be the most in- 
telligent pronouncement upon this 
question that I have heard expressed 
by anybody. A utility executive hap- 
pened to be the speaker. However, 
a progressive appliance dealer might 
with equal logic have fathered the 
slogan. 

“What we want,” said the execu- 
tive, “is the maximum number of suc- 
cessful retail outlets—our own, and 
others—which will accomplish the 
utility’s objective of the maximum gas 
and electric consumption per domestic 
consumer.” 

In the long run, the interests of 
utilities and dealers lie along the 
same paths. Policies that help one, 
help the other. More utility service, 
more appliances; more appliances, 
more utility service. It works both 
ways. Whoever sells a good gas or 
electrical appliance, is a friend of the 
utility; and whenever the utility in- 
creases the demand for its service 
along given lines, it also increases the 
demand for appliances and is the 
friend and benefactor of appliance 
dealers. 


D ype competitor helps all com- 
petitors. Inevitably, the suc- 
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cessful merchandiser creates demands 
that he is seldom able to satisfy com- 
pletely. 

When Wrigley spends millions ad- 
vertising chewing gum, he helps every 
chewing gum manufacturer. His ad- 
vertisements may send 75 per cent of 
the gum buyers who read them, to the 
stores for Wrigley’s gums; but the 
other 25 per cent are reminded that 
they want gum, even if it is not 
Wrigley’s! 

In one of the larger cities of this 
country, the electric company found, 
four years ago, that about 200,000 
lamp bulbs were being sold in that city 
in the month of October, a majority 
of them by the light company itself. 
A vigorous campaign was inaugurated 
to increase the number. People were 
urged to fill the empty sockets. They 
were not told where to go to get 
lamps; they were merely told to get 
them. The campaign has been con- 
tinued on similar lines each fall. As 
a result, in 1929, more than 629,000 
lamp bulbs were sold in October—of 
which number, the independent deal- 
ers sold approximately half. This 
was a tremendous increase over what 
they were selling four years ago. 

Their good friend and competitor, 
the utility, was directly responsible 
for putting this extra business into 
their pockets. And did the utility lose 
by it? 

Hardly. 

Think of all the current those extra 
429,000 bulbs must burn! 


ee. the tendency of the 
utility as a merchandiser is to 
bring up the caliber of appliances sold. 
As a rule it is not the utility that is 


eager to sell cheap merchandise at a 
low price. Far from it! As to that, 
I need only cite in passing the situa- 
tion in a mid-western city. It is typ- 
ical. Kitchen ranges can be bought 
there any day for as little as $45. 
But the average price of ranges sold 
there by the utility is $105. 

Building up the caliber of the mer- 
chandise is, of course, to the ultimate 
advantage of the dealer. The public 
is educated to want the better article 
and to be prepared to pay for it. The 
effort involved in selling a range at, 
say, $125, is very little greater than 
in selling one for $75. But there is 
an appreciable difference in the 
amount of profit. 


W: have now come a certain dis- 
tance in the consideration of our 
subject, and will conclude in a second 
article. Before closing, let us see how 
much ground has been covered: 

We have seen why some appliance 
dealers are making a noise over util- 
ity merchandising. 

We have reviewed the interests 
that are at stake in the matter: the 
public, the utilities, and the dealers. 

We have given some consideration 
to each of the three policies of utility 
merchandising (doing none; trying to 
monopolize it; and some middle 
course) and we have reached the con- 
clusion that in the typical situation, 
the ideal course is to strive for the 
maximum number of successful out- 
lets to give maximum sales and load- 
building results. Which means, in the 
nature of the case, leadership by the 
utility in a program of codperation. 

In the next article, we will take 
up the details of such a program. 


Articte III of this series will appear in the next number of Pustic 
Uriities FortnicgotLy—out February 19th. 
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“The question < reducing street car fares for school children was left 


by the Senate 


istrict Committee to the public utilities commission.” 


—Recent News Item 





Penny Fares for School Children 


Little Rollo Hears Congress Tackle a 
Problem in Economics 


By ROBERT DOUGAN 


| Be Rollo Street Railway and his 
Uncle Utility were sitting in the 
gallery of the House of Representa- 
tives. Rollo had never before had an 
opportunity to see and hear Great 
Statesmen in action, so naturally he was 
tremendously interested in the proceed- 
ings on the floor below, which were evi- 
dently of vast importance, for at times 
there were as many as forty members 
visible out of a total of more than 400. 

“Now Rollo,” said Uncle Utility, 
“you are about to listen to that famous 
wisdom which the House of Represen- 
tatives shows in dealing with public 
questions. In a moment there will be 
brought up for consideration a bill 
from the committee on the District of 
Columbia fixing a 2-cent fare for school 
children in the District.” 

“How exciting!” said Rollo. 


P RETTY soon a Gentleman from Mich- 
igan arose and offered the bill. The 
Clerk read as follows: 


“Be it enacted . . that after the 
expiration of thirty days from the date of 
the enactment of this act the rate of fare 
for the transportation of children_going 
to or from public schools in the District 
of Columbia upon street railway or motor 
bus lines in the District of Columbia shall 
be 2 cents. The public utilities commis- 


sion of the District of Columbia shall have 
power to determine which students live far 
enough from school or have physical dis- 
abilities such as would require transporta- 
tion at reduced fare, and the public utili- 
ties commission is hereby authorized and 
directed to make such rules and regulations 
as may be necessary to carry out the pur- 
poses of this act.” 


Rollo clapped his hands; the door- 
keeper looked sternly at him. 


HEN a Gentleman from Wisconsin 
arose and obtained the floor. 

“As I understand,” said he, “the two 
street car companies operating in the 
District of Columbia claim that the 
present rate of fare charged is not 
remunerative and is virtually without 
profit in the operation of the system. 
I wish to direct this question to the 
Gentleman from Michigan, whether 
the committee has considered that the 
lowering of the rate for some of the 
users of our street cars might be con- 
sidered by the courts confiscatory, and, 
therefore, not constitutional under that 
clause of the Constitution which does 
not authorize the taking of private prop- 
erty with due compensation ?” 

Rollo appeared to be thoughtful. 

“He can’t answer that one, can he 
Uncle?” he whispered. 
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“Hush, my boy,” said Uncle Utility. 
“You don’t know Congress.” 

“I will say to the Gentleman from 
Wisconsin,” slowly replied the Gentle- 
man from Michigan, “that for the past 
several years more than fifteen cities 
of the United States have special re- 
duced fares for school children. The 
object of this bill is to give them a re- 
duced rate. It was felt by the commit- 
tee for the reason that school books are 
free in the District of Columbia and 
that education is free in the public 
schools of the District of Columbia, 
it was a great hardship on the parents 
of those children to send their children 
to school sometimes a distance of two 
miles, and reduced fares is in the same 
category and in the same order of tak- 
ing care of the children, as has been 
done elsewhere relative to their educa- 
tion.” 

Little Rollo and Uncle Utility lis- 
tened intently. 


6¢ F course,” said the Gentleman 

from Wisconsin a moment 
later, “the Gentleman from Michigan 
is acquainted with the decisions of the 
Supreme Court that where state legis- 
latures have attempted to prescribe a 
mileage rate, where it was shown not 
compensatory, the Supreme Court has 
decided it was beyond the power of the 
public utilities commission or the leg- 
islatures to prescribe noncompensatory 
rates. I am just asking whether the 
committee considered that phase of the 
question ?” 

“T would say,” answered the Gentle- 
man from Michigan, “that the question 
as to the constitutionality of the propo- 
sition was never raised in the commit- 
tee relative to the twelve or fifteen cities 
that now have these reduced fares.” 

Then another Gentleman from Mich- 
igan arose to ask a question. 

“Does it not occur to the Gentleman,” 
he inquired politely, “that this is rather 
sweeping legislation in a district of 
500,000 people to insist that the street 
car company shall carry all school chil- 
dren at less fare than other people?” 

A Gentleman from West Virginia 


arose and replied to that question. 

“The chairman of the public utili- 
ties commission testified,” he _ said, 
“that if Congress passed legislation 
that would reduce the fares of school 
children, it would necessarily have to 
raise the fare of adults in the District 
of Columbia.” 

Rollo sighed heavily. 

“Then the poor little boys and girls 
who have to walk now won’t get their 
rides for 2 cents, will they Uncle?” 

“You must trust our wise legisla- 
tors,” reminded Uncle Utility. “They 
may be depended upon. Listen!” 


¢¢ F policemen and mail carriers have 

that right to ride free, and all of 
the school children in the District have 
that right, why should not the teachers 
ride for 2 cents?” the second Gentle- 
man from Michigan inquired. 

That gave Rollo an idea. 

“Why shouldn’t the nice members of 
Congress ride for 2 cents, too?” he sug- 
gested to Uncle Utility, gazing happily 
at the statesman below, who was stand- 
ing out so firmly for the people of a 
city where there isn’t a vote in a car- 
load. “They are public servants, are 
they not, Uncle?” 

Uncle responded brightly. 

“Of course they are, Rollo. They de- 
vote hours and hours in Congress to 
problems such as this.” 

“But they must think about things, 
don’t they Uncle, when they’re not here 
in Congress?” asked Rollo intelligently. 

“Certainly,” replied the older man. 
“They must think sometime.” 


os o the debate progressed with a be- 
wildering display of the knowledge 
that had been collected and assimilated 
by members of the committee who fav- 
ored the bill, attacked now and then 
by other members who appeared to 
have an equally bewildering idea that 
a street railway corporation had rights 
that Congress was bound to respect. 

Finally the second Gentleman from 
Michigan made a speech that brought 
the whole question right plumb down to 
cases. 

“T think that everybody in this House 
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would want to see any advantage given 
to the school children which it is possi- 
ble to give them,” he said. “I do not 
think that anyone who is opposed to 
the terms of this bill would be opposed 
to giving the school children all the ad- 
vantages they could possibly have. But 
it seems to me the House is treading on 
very dangerous ground if it passes this 
bill and enacts it into law and reduces 
by one sweeping gesture the rate of 
fare from 8 cents to 2 cents under the 
circumstances outlined in this bill. It 
seems verging as nearly on confiscation 
as anything I have ever heard proposed 
or urged in the House of Representa- 
tives since I have been a member here. 

“If this legislation is passed, it seems 
to me that at once a great number of 
people will try to take advantage of it. 
The public utilities commission will 
be powerless and the street car com- 
panies will have to put on extra rolling 
stock under the circumstances. When 
the street car companies are called upon 
to carry out this provision the question 
will be raised in the courts whether this 
provision is confiscatory or not. It 
seems to me that it is confiscation when 
it reduces the rate of fare down to a 
point where it will not be profitable, 
but highly unprofitable for the street 
car lines to follow this law. I believe 
this question should be put up to the 
public utilities commission of the Dis- 


trict of Columbia, and that it should be 
left to them to determine what rate 
would be confiscatory and what rate 
would not be confiscatory.” 

Rollo sighed again, 
“That settles it,” he said. 

“Settles what?” asked Uncle Utility. 

“Why, everybody will agree that 
what that Gentleman proposes is rea- 
sonable.” 

The vote was finally taken amid 
breathless silence. 

There were 21 ayes and 14 noes. 

So the bill was passed. 


profoundly. 


Ts HAT an inspiring spectacle!” 

said Uncle Utility, as he led 
Little Rollo out of the gallery through 
the departing throngs. 

“Uncle,” asked the little man as they 
trudged down the steps toward the city, 
“does Congress make the men who pub- 
lish school books furnish them iree to 
the boys and girls in Washington 
schools? Can the boys and girls call 
up their friends on the telephone at 
night and ask about their lessons when 
they’ve played hooky, and can they use 
electric lights to study by without pay- 
ing for the current?” 

“Hush, Rollo,” sternly warned his 
Uncle, “you mustn’t be so inquisitive 
about what Congress does. If you don’t 
watch out, it will call you before the 
Lobby Committee!” 





An Appeal to the Courts by Ratepayers Does Not 
Constitute “Interference” with Regulation 


N2 long ago Kansas City’s legal forces exhausted their last re- 
source to prevent the public service commission from con- 
sidering an application for a proposed increase in fare made by the 
street railway company. They applied to the supreme court of the 
state for a writ of prohibition against the public service commission. 


The court denied the application. 


This allowed the public service commission to go on and hear the 


testimony. 


Here is still another illustration of the fact that ratepayers do not 
hesitate to apply to a court when they think it will be to their advan- 
age to do so, or for the purpose of protecting their rights. 


An application to the courts by ratepayers is not regarded as an 


interference with regulation. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Carvin CooLinpGE 
Ex-President of the United States. 


Girrorp PiIncHoT 
Governor of Pennsylvania. 


An editorial in 
“The Argonaut.” 


Owen D. Younc 
Chairman of the Board, General 
Electric Company. 


DempsteR MacMurpuy 
Vice president, Middle West 
Utilities Company. 


Jupson KING 
Director, National Popular Gov- 
ernment League. 


Ep Howe 
The “Sage of Potato 
Hill,” Kansas. 


—MONTAIGNE 


“The government has never shown much aptitude for 
real business.” 
- 


“T am not in favor of government operation of utilities 
except in such cases as Muscle Shoals, where the gov- 
ernment already owns the property.” 


¥ 


“In a politically managed public utility, it is almost 
always possible to arrange that two good workers shall 
perform the duties that only one worker performed be- 
fore.” 


¥ 


“Whether we like it or not, let us make up our minds 
that the future holds a free expression of opinion be- 
tween all the peoples of the world instantaneously, and 
through the medium of that most delicate of all instru- 
ments, the human voice.” 


“If it could be demonstrated tomorrow that a gov- 
ernment bureaucracy could run railroads or the electric 
light and power industry more efficiently and charge 
lower rates, the American spirit would still revolt 
against the prospect. The American smells slavery or 
at least servility in such schemes.” 


ia 


“We will have a one-man (Federal Water Power) 
commission, dominated by Dr. George Otis Smith, un- 
der the direction of Hoover, who is under the direction 
of the Power Trust. It will be a political commission, 
despite all pretense, and not one of able experts pos- 
sessing engineering, accounting, legal and power man- 
agement skill and training.” 


> 


“When a street car conductor collects a nickel, he is 
compelled to ring a bell, and thus give notice he has 
made proper disposition of it. Such a check 
should be provided for reckless and incompetent states- 
men, now permitted to spend billions without giving 
notice that they are under suspicion, as street car con- 
ductors are, and that everyone should watch them when 
they are handling money.” 


153 























A Newspaper Editor Looks 
Over Utility Press Sheets 


Out of every hundred press agent “handouts” that 

reach the editorial offices of the daily papers, 

ninety-nine are consigned to the waste basket. In 

the following article a news editor tells why, and 

points out what the press relations man can—and 
ought—to do about it. 


By ALFRED P. RECK 
NEWS EDITOR OF THE SCRIPPS-HOWARD NEWSPAPER IN WASHINGTON, D. C. 


HAT the road to Hell is paved 

with good intentions is, perhaps, 

only a tradition. But that the 

floors of newspaper offices are paved 

with press agent “handouts” is a 
fact. 

This is especially true in Washing- 
ton, D. C. The main deluge of pub- 
licity seekers and propagandists is 
concentrated on the national capital. 
Everyone with a pet idea, a campaign, 
or a national program to put over has 
the unhappy inspiration of flooding 
Washington newspaper and press 
bureau offices with reams upon reams 
of “copy.” 

For this reason, Washington news- 
papermen probably have a more inti- 
mate knowledge of the workings of 
press agents’ minds and a closer, and, 
therefore, less respectful contact with 
their product than have newspapermen 


in any other section of the country. 

Every day, scores of handouts come 
by mail, telegraph, and special mes- 
senger; every day, the editors glance 
at them—and consign 99 per cent to 
the waste-paper basket. 

The waste-paper concession on 
press agents’ handouts alone in vari- 
ous Washington newspaper offices 
might be ample guarantee of a man’s 
fortune. 


Some of these press sheets come 
typewritten, at an average cost of 
about twenty-five cents a page; some 
come printed, at a lesser cost; still 
others are multigraphed or mimeo- 
graphed, at the lowest cost of all. 
Perhaps the typewritten handout 
receives the most serious attention, for 
the editor may be led to believe that 
a press agent, who puts out his 
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material through the medium of the 
typewriter, may have a “spot news” 
story that cannot wait for the slower 
method of dissemination, by printing 
press or mimeograph. 

In some cases this is true and the 
editor acts accordingly, either accept- 
ing the facts contained in the press 
release or instructing a reporter to 
cover the story as a strictly news as- 
signment. 

A few of the more prolific press 
agents, who believe their best method 
of securing space is through a con- 
tinual bombardment of newspaper 
offices with a multitude of inconse- 
quential information, should learn 
that an editor soon recognizes the 
work of this type of space-seeker and 
does not bother to even take his ma- 
terial out of the envelope. It goes 
into the waste-paper basket unopened 
and unread, and often with an ex- 
pression of impatience and disgust on 
the part of the editor whose time and 
attention has been taken up. 

There are other press agents, or 
“public relations counsels’ —as many 
of them are termed—who distort good 
information to meet their own ends. 


Ar time ago, for example, 
newspaper offices and press 
bureaus in Washington received a 
handout that quoted Chairman Legge, 
of the Federal Farm Board, as deplor- 
ing the reducing fad among women 
and urging people to eat more bread 
in order to aid the farmers and absorb 
the surplus wheat crop. 

Chairman Legge had made several 
suggestions to the effect that some of 
the wheat surplus could be absorbed, 
but when he was questioned about the 
“Eat More Bread” drive, which was 


credited to him, he merely laughed. 

“The people could not eat enough 
additional bread to make any ap- 
preciable difference in the wheat sur- 
plus,” he said in denying the statement 
in the handout. 

Yet, on the face of it, if the chair- 
man of the Federal Farm Board, an 
important government official, was 
urging that the people of the United 
States consume more bread a day in 
order to help the wheat farmers, it 
was an interesting story. Had the 
newspapers accepted the press agent’s 
interpretation of Mr. Legge’s state- 
ment, they would have appeared 
ridiculous to those who were familiar 
with the situation. And if there is 
anything a newspaper definitely does 
not want to do it is to appear ridicu- 
lous. As a result, future handouts 
from this press agent will have an 
excellent chance of being filed in the 
waste-paper basket. 


Aree publicity organization, 
with nation-wide connections, 
issued an interesting handout giving 
the views of a well-known author on 
the subject of a man’s value to 
humanity after he had passed the age 
of forty. The release was made in 
connection with a magazine article 
written by the author. Press associa- 
tions accepted the handout in good 
faith. It was a good story and, be- 
cause of the prominence of the author, 
worth a page one display in any 
newspaper. 

The story was widely printed. 
Then the protests began to roll in. 
Among the first to protest was the 
noted author, himself. The press 
agent had picked up certain parts of 
the author’s article without consider- 
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ing their relation to the rest of the 
manuscript, and as a result placed an 
entirely different meaning on the au- 
thor’s original ideas. 

Consequently the order went down 
from one large press association (to 
which I have personal knowledge) to 
use no more of this organization’s 
handouts. 

The good work, which this publicity 
outfit may have done in the past was 
entirely upset by the misleading press 
release, which made the famous au- 
thor, the press associations, and the 
newspapers which handled it appear 
ridiculous. 


UBLIC utility corporations, which 

once issued perhaps as many press 
releases as any other group of busi- 
ness organizations, are now much less 
active. Some of their press releases 
are good, many indifferent, and some 
are terrible. 

In the first place, many utility cor- 
porations still appear to believe that 
the major duty of a public relations 
employee is to get newspaper space, 
regardless of method. Because of 
this attitude, some of them are turn- 
ing what might be a highly beneficial 
connection between themselves and the 
public into a mere space-grabbing job. 

Other utility corporations, (such as 
the Western Union and Postal Tele- 
graph, the railroads, and the‘ Bell 
Telephone system) have raised their 
public relations men to dignified posi- 


e 


to public relations counsels and 


“My suggestion 
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tions, and developed them into what 
their business titles imply, as distin- 
guished from press agents. 

They have their press men, who 
work under the public relations ex- 


perts. They provide essential in- 
formation to the newspapers, and, as 
the utilities are an intricate and im- 
portant part of our national and com- 
munity life, such information is im- 
portant and news. 

Yet even these corporations some- 
times waste time and money in efforts 
to secure space. 


HE Other day a long, paid tele- 

gram came to the office from one 
of the large communication com- 
panies, an organization with highly 
specialized public relations experts. 
This telegram told, in detail, how an 
automatic telephone system had been 
installed and opened in Vatican City. 
For 600 words, or longer, it went on 
to relate how the Pope had personally 
received the man responsible for the 
installation work and how he had been 
decorated by His Holiness. 

It was an interesting story and a 
good one. Yet the time and trouble 
and money expended in writing it and 
sending it to the large newspapers of 
the country were, in my opinion, 
wasted. I doubt if a single editor, 
who read the utility company’s tele- 
graphed handout, used it. 

I have no idea how many copies of 
the story were wired throughout the 


q press agents is to let the press associations handle any 
legitimate story of national importance, and devote their 
time and attention to developing stories of sectional or 
local interest.” 
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country but probably they numbered 
a hundred or more. 

I have no idea, either, how much 
this distribution cost. If it was paid 
for at the regulate rate, telegraph tolls 
must have amounted to $1,000 or 
more. And it was a thousand dollars 
largely, if not entirely, thrown away. 

The story of the Pope’s telephone 
system was used in newspapers 
throughout the country, but not be- 
cause of the telegraphed handout. 

Every newspaper—except the coun- 
try weeklies—receive a wire service 
from one of the three major press 
associations—the United Press, the 
Associated Press, or the International 
News Service. These three associa- 
tions maintain large offices and large 
staffs in New York, where the utility 
company’s handout originated. <A 
copy undoubtedly went to each of the 
three offices and in turn was given the 
wire space it deserved. 

We received about 100 words on 
the story over the United Press wires. 
In fact it was in type before the tele- 
graphed handout arrived. Whether it 
was covered by the United Press cor- 
respondent in Rome or rewritten from 
the utility company’s information in 
the New York office, I do not know. 

But I do know that the elaborately 
distributed handout went into the 
waste-paper basket. 

Why this company, which is usually 
very careful about the expenditure of 
money, went to all the effort to dupli- 
cate the work of the press associations, 
I have no idea. 


Y suggestion—and it is one 
based on more than fifteen 
years of active experience in news- 
paper work—to public relations coun- 


sels and press agents is to let the press 
associations handle any legitimate 
story of national importance, and 
devote their time and attention to 
developing stories of sectional or local 
interest. 

If I had been in the position of the 
man responsible for sending out the 
telegrams on the Pope’s telephone, 
for instance, I would have picked up 
the telephone and talked to each of the 
three press association offices in New 
York, told them that I had interesting 
details on the opening of the telephone 
system in Vatican City, and inquired 
if they had coverage or if they were 
interested. There is no question but 
what the press associations would 
have been courteous and attentive for 
they are on their toes and are not apt 
to pass up a good story. 

If they were interested, I would 
either have dictated the details over 
the telephone or have sent a messenger 
with a typewritten handout. 

Had it been possible—(maybe it 
was attempted)—I would have ar- 
ranged an exchange of greetings by 
telephone between the Cardinal in 
New York and the Pope in Vatican 
City, or the Papal Secretary of State, 
and invited representatives of the 
press associations and the New York 
newspapers to listen in. Such a stunt 
would have been pure publicity but a 
good story and none of the press asso- 
ciations or the newspapers invited 
would have rejected the invitation. It 
probably would have made page one 
throughout the country. 


HAVE before me as I write a 4- 
page handout issued by the Florida 
Public Utilities Information Serv- 
ice, at Stanford, Florida. It is widely 
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The Kind of Press Release that Stands the 
Best Chance of Publication 


ce HE idea behind all of the handouts, 

the press releases, the news bulletin, 
and the statements is to bring the public into 
closer contact with the corporations. 
better medium could a publicity man have to 
introduce the public and his employers than 
the men and women who actually go to make 
up the corporation? A human interest story 
—and there are plenty of them in the utility 
field—stands the best chance of attention 


What 





from an editor, provided it is localized.” 





circulated throughout the state and is 
mimeographed weekly, as it carries the 
line, “for the use of newspapers.” 

The first page is devoted exclusively 
to Florida state news; that is good. 
The other three pages consist wholly 
of “canned” utility news, useless to a 
live, daily newspaper and even of less 
value to a weekly. 

The first article tells the editor that 
work is to be started on new water 
mains and a storage reservoir for St. 
Petersburg. That is legitimate news, 
appreciated and probably used by the 
Florida papers. 

The second article—all of these on 
the first page are a paragraph in 
length—tells of depth soundings to be 
started during the week by the United 
States coast and Geodetic Survey 
along a certain section of Florida 
coast line. Electric sounding devices 
are to be used, the article says, and 
explains briefly how they operate. 
This also is interesting news. 

The third article falls off slightly 
because it quotes another newspaper 
on an incident of strictly news value 


and not important nor exclusive 
enough to give credit to the news- 
paper. 

The remaining three articles are all 
of importance to various newspapers 
of the state and, if not carried on press 
association wires or through the 
medium of correspondents, would 
justify an editor in using it. 

Sheets two, three, and four of the 
handout constitute good material for 
the waste-paper basket. 

The first article on page two says 
that thousands of Florida women and 
men have received instructions in 
cooking and in the proper utilization 
of gas burning appliances from the 
home service departments of Florida 
gas companies. The article goes on to 
say: 

“Although no definite record of the num- 
ber of people who attended lectures or 
received instructions at their homes from 
representatives of the gas utilities is avail- 
able, the number thus served was very 
satisfactory to the companies.” 

Perhaps satisfactory to the com- 
panies but not to the newspaper editor. 
What a newspaper needs and wants 
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are facts and figures, not generalities. 

The rest of the information con- 
tained in the three pages is an attempt 
to fill space by unimportant or rela- 
tively unimportant statements or facts 
pertaining to utilities in other states. 

I doubt if any of it was used by 
Florida editors. 

The person who issued this weekly 
handout could save money and time 
and make more friends among the edi- 
tors by confining his efforts to the 
first sheet alone and forgetting all 
about the other three. 

Let us look at another example. 


HE New England Bureau of 

Public Service Information issues 
a weekly handout sheet called New 
England Utility News. Its purpose, 
according to a box on the right hand 
side of the mast head, is to establish 
“a better understanding between these 
companies and the public.” It seeks 
to do this through the editors of va- 
rious New England newspapers. 

In ten weekly sheets, each contain- 
ing an average of eight articles, I find 
just seven pieces devoted to news of 
the utilities of New England. Seven 
out of eighty articles of local interest! 
Not a very high percentage is it? 
And not likely to create any amount 
of enthusiasm in the editor who reads 
it over. 

There should be sufficient New 
England utility news—important and 
interesting—to more than fill the sheet 
every week without taking the easier 
way of slapping out a handout with 
the “canned” information put out per- 
haps by a utilities information bureau 
of national scope. 

In studying over utility bulletins 
issued in other states—New York, 


Iowa, Oregon—lI find much the same 
fault. There appears a dearth of local 
news. Yet local news, in my opinion, 
is what makes a handout valuable to 
the newspaper editor, and when the 
person who issues it gets away from 
that idea, he does his employer as well 
as himself more harm than good. 


HE person responsible for the 

Missouri Utility News is deserv- 
ing of credit and of thanks from Mis- 
souri editors. The handout sheet is 
ably handled and carries, as it should, 
considerable state news. : 

I come to a series of handouts is- 
sued by the Texas Public Service In- 
formation Bureau and my faith is 
restored in the usefulness of the pub- 
licity man. 

The Texas sheets are devoted, and 
correctly so, to information of use to 
Texas editors. Practically every arti- 
cle which I read in the Texas hand- 
outs, could be made into a readable 
story by a re-write man or if neces- 
sary reprinted direct with a Dallas 
date line. 

There are three distinct features, 
which could be picked up and used by 
Texas papers, and would be certain 
of finding readers. They are a col- 
umn entitled “Know Texas,” which 
is filled with short, snappy paragraphs 
of Texas facts; another is called “In- 
teresting Facts,” and the third and 
best is a column “Helping to Build 
Texas.” This feature is real news. 
It contains pert sentences of progress 
being made in various parts of the 
state—crops, manufacturing, mining, 
building, and some utilities. 

Any editor could use it to good ad- 
vantage. 

Other utility public relations men 
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could take excellent lessons from the 
Texas sheets. 


HE person who is responsible for 

the Connecticut public service 
companies’ clip sheet also is to be con- 
gratulated on an excellent bit of work, 
intelligently handled, and devoted for 
the main part to disseminating infor- 
mation about the public utilities of the 
state. 

In addition, the Connecticut clip 
sheet adds a bit of authenticity to its 
information by giving its source in 
italic type at the end of each local 
article. Judging from the nature of 
the information, it appears that most 
of it is new and exclusive and well 
worth the space a newspaper might 
devote to it. 


} fede is deserving of commendation 
in its Hawkeye Utilities handout 
for one feature alone—the other arti- 
cles do not command very serious at- 
tention—and that is a column titled 
“Towa-Bountiful Land.” Like the 
Texas release, it gives salient facts on 
the state—excellent as a feature col- 
umn in a newspaper or separated and 
used as interesting fillers. 

The International Paper and Power 
Company recently issued a handout 
on a new 34,000 horse-power genera- 
tor to be installed in their plant in 
Paugan, Quebec. It was a good 
story because it involved an addition 
on one of the greatest hydroelectric 
plants in North America—according 
to the company’s statement. Yet, I 
doubt if the story was widely used. 


e 
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In my opinion, the Boston office, 
where the information originated, 
should have offered it through the 
medium of the press associations 
rather than undertaken to distribute 
it to individual newspapers. 


MONG the most valuable handouts 
are those issued by the railroads. 
These generally give important statis- 
tics, such as car loadings and the 
amount of traffic handled, and this in- 
formation in turn is a barometer of 
conditions throughout the country. 
Newspapers can wisely afford to carry 
at least small accounts of such facts. 
Somehow or other, the railroads 
also manage to transmit the informa- 
tion they have on other than cold, hard 
statistics in such an agreeable manner 
that it is invariably used. 


O™ of the most poorly handled 
handouts that has come to my 
attention is one issued periodically by 
the Committee on Public Utility In- 
formation in a large middle-western 
state. With a vast area to draw upon 
for material, this news bulletin should 
serve as a useful and important link 
between editors and the utilities, but 
if one can judge by the information is- 
sued, it does not. The mechanical 
make-up of the news bulletin is good ; 
the information it contains is value- 
less, for the most part, to any live 
newspaper. 

One issue, which I have before me, 
contains eight separate articles. Only 
one has a local state angle. Another 
issue has six articles, three of which 


“Many utility corporations still appear to believe that the 
major duty of a public relations employee is to get news- 
paper space regardless of method.” 
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are devoted to state subjects but only 
one of which I should judge a news- 
paper might use. 

Another issue, with ten articles, has 
only two with a local, state angle. 

Why should those in charge of such 
publicity attempt to feed editors with 
useless information when their state, 
with its extensive utilities interests, 
has material of real importance both 
to the state as well as to the general 
public? 


© fault of all of these releases 
—and to me it seems important 
—is that most of them appear to neg- 
lect the human side of the utility busi- 
ness. 

Of course, the idea behind all of 
the handouts, the press releases, the 
news bulletins, and the statements is 
to bring the public into closer contact 
with the corporations. What better 
medium could a publicity man have to 
introduce the public and his employers 
than the men and women who actually 
go to make up the corporation? 

A human interest story—and there 
are plenty of them in the utility field 
—stands the best chance of attention 
from an editor, provided it is local- 
ized. Workers in the great utility 
enterprises are constantly doing things 
which make good stories. 

At the present time, the general pic- 
ture in the mind of the public when the 
name “public utilities” is mentioned, is 
that of a grabbing, money-pinching 
corporation. This unfair picture is 
being slowly dispelled, but I believe 
that the change in public attitude 
would be more rapid if publicity men 
would devote more time to letting the 
public in on the inside of the machin- 
ery of the corporation, showing that 


those who comprise the utility, from 
the most humble laborer to the highest 
paid executive, are men and women 
as you and I with their weaknesses, 
their ambitions, and their problems. 

There are stories—heroic stories 
worth page one in any newspaper— 
that must occur many, many times in 
utility work and which never see the 
light of public print. It will not hurt 
the cause of the utilities to reveal 
them to newspaper readers. 

For example, every big storm must 
bring out stories of heroic efforts of 
utilities workers to maintain commu- 
nication, complete repairs under diffi- 
culties, and often many cases of per- 
sonal bravery. Why not let the news- 
papers in on them? It will do both 
the public and the workers good. 

There is nothing that makes better 
reading than a story about another 
person. 


it appears to me that there might 
be many persons in utility work 
doing jobs that are unusual to those 
unfamiliar with the work. 

Say, for example, a telephone line 
crew is laying cables underground. It 
may be commonplace to them but to 
the general public it is mysterious and 
fascinating. How do they manage to 
get the various wires connected up 
correctly? There is some person, un- 
doubtedly a local man, who is in 
charge of this work. He can be the 
central figure in the story. Call the 
newspaper editor up and suggest the 
possibility of a story in the work. An 
editor is always on the lookout for 
good features and undoubtedly he will 
send a reporter around and probably 
a photographer. Take the reporters 
and let them see—and through the re- 
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porters the general public—the inside 
workings of a great utilities plant or 
organization. In this manner both 
will become better acquainted and 
more tolerant of the other. 


| i my comments on public utility 
press agents’ work appear to be 
unduly critical, it is because the major 
part of the handouts issued constitute 
better material for the waste-paper 
bailer than for the newspaper editor. 
Perhaps, every day contact with hand- 
outs has made me thick-skinned and 
prejudiced. Yet I am always willing 
to greet a live story, whether it is de- 
veloped through the initiative of one 
of our own reporters or through the 
tip or information of a press agent. 

I realize that utility companies need 
press agents, or public relations men, 
perhaps more than other corporations 
because their contacts with the public 
are more intimate and less understood. 
And the utilities have, on the average, 
less well-directed publicity than many 
of the great corporations in other 
lines. 

This may be due in the first place 
to the officials’ lack of knowledge of 
the workings of a newspaper office 
and of an editor’s mind. Perhaps a 
live reporter who calls in his round 
of news collecting or on assignment, 
impresses the utility official because 
he gets a story or two in his paper 
about the company; perhaps, the util- 
ity official thinks this reporter would 
make a desirable contact between his 
company, the press, and the general 
public, and as a result a good news- 
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paper reporter only too frequently 
turns into an indifferent press agent. 


A LL good reporters cannot be good 
public relations men. Unless 
the reporter has had actual experience 
with the work of getting out a news- 
paper, other than the gathering and 
writing of news, he is not qualified to 
act as a link between the corporation 
and the press. Of course, there are 
exceptions to this rule, but the average 
reporter who has done nothing more 
than gather and write his news, knows 
little more than the general public of 
the actual make up of a newspaper. 

There is much to be done in the 
work of introducing the utilities and 
the public. Too long has this been 
neglected to the disadvantage of both. 
The task needs able and intelligent 
handling by experienced men or wom- 
en, rather than by persons who believe 
their main duty is to swamp editors 
with reams upon reams of copy in 
the hope that some of it will find its 
way into the columns of the news- 
papers. 

Let us have more good, live facts 
and human interest stories and less 
of the material which is tainted with 
the unholy mark of propaganda. 

Utilities really do not need propa- 
ganda to put over their cause—and 
they have a cause and a set purpose. 

An alert public relations man is in- 
valuable to a utility corporation. A 
lazy or indifferent public relations 
man can do more harm than good and 
is a decided liability to the corpora- 
tion which hires him. 





really favor the public interest, as is generally believed? A new point 


q Does the “actual cost” theory of valuation of a public utility plant 


of view on this question will be presented by Pror. Bruce KnicutT 


in @ coming issue of this magazine. 
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As Seen from the Side-lines 





ARTIN J. Insull of Chicago joins 
the Donnybrook Fair. 
* * 


WitH a public statement as his 
shillalah, he belabors the heads of “‘cer- 
tain” politicians, journalists, college 
professors, and other cloistered intel- 
lectuals who claim that the November 
elections were a deserved and over- 
whelming rebuke of “the power trust.” 

ok * 


Power was not an issue of the cam- 
paign, except in the fictionary imagina- 
tion of a few common scolds and preju- 
diced analysts, Insull asserts. 

* * 


THE politicians and academic experts 
on the one hand, and the bewildered 
power executives on the other, are 
carrying on a futile debate without an 


audience, he declares. 
ok * 


THE “voting millions” who are said 
to have “struck out against the power 
trust” last November must include the 
20,000,000 domestic consumers of 
power whose average bill for electrical 
service is 84 cents a day. He hears no 
grumble from them. 

* * 

HE says of the Illinois election (and 
he may be presumed to know something 
about it), that Senator Lewis was elect- 
ed over Lady McCormick by an over- 
whelming majority in a Republican state 
without a syllable of discussion of 
“power trust” or “power interests.” 

* * 

Possis_y these voting millions non- 
chalantly referred to were protesting 
against the increased cost of govern- 
ment, he suggests. 


* * 
THE criticism that the industry sells 
power to manufacturing concerns 


cheaper than to the domestic consumer 
is balderdash, he claims. Unless it 


were done, the rates to the domestic 
consumer would be prohibitive. 
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“UNMITIGATED rot” is the precise if 
inelegant term he applies to the so- 
called modern Know Nothings who at- 
tack the financial structure and rates. 
Much of the agitation is stirred up, he 
says, by the Municipal Ownership 
League, which glories in its use of the 
senatorial franking privilege to send its 
literature around the country at public 


expense. 
* * 


Anp, the power executives “are be- 
ginning to wonder if political attack is 
the price industry has to pay for suc- 


cess.” 
* * 


Mr. INSuLL’s rejoinder reminds us 
of what Whittier described as “the still 
small voice in Autumn’s hush.” Per- 
haps it can be referred to as a coward- 
ly quiet, maintained so constantly by 
the power executives. 

* 


x 

Most of them have been dodging 
shadows since the Federal Trade Com- 
mission dug into their files. The others 
have been looking for strangers under 


the bed at night. 
>* * 


INSULL asks what about the courage 
of an industry that more than any other 
has kept its men at work, undertaken 
enormous construction programs, and 
done more than its share to abate un- 
employment. If it remains deaf, dumb, 
and blind, yielding to every and all at- 
tacks, some errant marksman may land 
a shaft in its Achilles heel by chance. 

* * 

Mr. INsuLt has that boldness about 
his statement that most people will 
relish. Give them a fight—most any 
sort of a fight—and they will cheer so 
long as both parties lay on unflinch- 


ingly. - ‘ 
Pernaps he intended to put some 


courage into the intestines of public 
utility executives who, since the attacks 








upon them were begun, have shown not 
so much of the two-o’clock-in-the-morn- 
ing courage that Napoleon sought in his 
generals and found so rarely. 

* * 

PossisLy Senator Glenn will put the 
Insull statement into the Congressional 
Record ; otherwise, political Washington 
will hardly hear of it. It got little pub- 
licity, competing, as it did, with the 
contest between Mr. Hoover and 
Messrs. Senate on the confirmation of 
the new Power Commission. 

* * 

It has been stated repeatedly in these 
columns, in the light of some years of 
experience in observing the gyrations 
of public service, that legislation and 
consequent justice are seldom attained 
except through the fear by the public 
officeholder of the strength of the pro- 
ponents. The soldiers’ bonus was a case 
in point. Until Mr. John Quinn of 
California came out of the West as 
commander of the American Legion 
and began to wallop at the head of every 
prominent resisting opponent, the bonus 
had not only been denied but the futility 
of the Legion, with all its latent and 
inherent strength, was despised. 

* * 

Mr. Quinn started banging away in 
old-fashioned Donnybrook style. He 
took the fights into states where the 
Senators might need the veterans’ 
votes for reélection, and the resistance 
wilted like the dew under the sun. The 
justice of the case had not altered, but 
the strength behind it had been made 
evident. The bonus, as a matter of 
fact, was put through Congress in the 
face of a Presidential veto. 

* * 

INSULL seems to be the one man in 
the power group who takes a card from 
Norris’ deck. If his still small voice is 
allowed to exhaust itself and become a 
mere echo; if it receives no acclaim, 
response, and imitation by the power 
ventriloquists, he can enter it onto the 
red side of his life’s ledger. But it will 
be not his loss so much as it will be the 
loss of the other power executives. 
When they check up their own ledgers 


1 





PUBLIC UTILITIES FORTNIGHTLY 





on the day of their retirement they may 
account it in the column headed, “One 
Ping things I should have done but 
didn’t.” 


* x 
INCREASING regulation of the public 
utilities at Washington, notably of the 
power utilities, is bound to expand and 
enlarge. Messrs. Walsh and Wheeler 
of Montana have a rather long view of 
things. They doubtlessly took into con- 
sideration that the contest they made 
against George Otis Smith and the 
others, following the dismissal of King 
and Russell, would undoubtedly stir the 
new Power Commission to the greatest 
activity possible. You may laugh at the 
Senate of the United States, but if you 
are frank you will admit that you fear 
it somewhat and that you derive no 
consolation or particular happiness in 
picking up the morning newspaper to 
find out what one of its members may 
have been saying about you. 
* * 


Mr. Hoover is himself committed to 
more regulation. He apparently has 
accepted the theory that interstate trans- 
mission of electrical energy, now having 
reached one fifth the total output, is re- 
quired to be investigated, regulated, and 
fixed in service and rates. Senator 
Couzens has the same idea, and the day 
is not far distant when Congress will 
be engrossed in a consideration of his 
concepts of more regulation, which 
will take on additional vogue in Con- 
gress because of the belief or assump- 
tion or the fact that Mr. Hoover will 
give his John Hancock to any “rea- 
sonable” law that may be evolved. 

* * 


Ir Messrs. Walsh and Wheeler see 
it, no doubt Mr. Insull sees it also. And 
it’s dollars to doughnuts he took out his 
shillalah with the hope of forestalling 
what he might term “radical” regula- 
tion. Unless he receives the sustaining 
support of his colleagues in the business 
they will get more regulation than they 
could shake a stick at. 
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What Others Think 





Who Should Pay for Reduced Car Fares 
for School Children 


NE of the most informative pieces 
O of utility research published dur- 
ing the past few weeks has been ap- 
pearing, strangely enough, as a routine 
local feature of a Washington, D. C., 
newspaper. It is the recent series of 
articles by Mr. Walker Stone, appear- 
ing in the Daily News, a Scripps-How- 
ard publication, dealing with the prac- 
tice of street railway systems through- 
out the country in furnishing reduced 
rates for students. 

Most of the bare statistical ground 
covered by Mr. Stone has been already 
done by the statistical department of 
the American Electric Railway Asso- 
ciation, but the research work of the 
railway association is as cold as it is 
exhaustive. Mr. Stone’s work, on the 
other hand, has breathed life into the 
figures. He has selected typical cities ; 
he has speculated on the practice of 
this city as compared with that city and 
upon the underlying cause, if any, for 
the distinction. The table that accom- 
panies this commentary is an example 
of Mr. Stone’s discriminating dili- 
gence. 

The raison d’etre for the Stone arti- 
cles is the agitation that is now going 
on in Congress to give the District of 
Columbia a reduced car fare for school 
children. During the last term the Dis- 
trict Committee in the House passed a 
bill authorizing the District commis- 
sion to fix a student rate of 2 cents. 
This received more opposition from 
the Conscript Fathers than was ex- 
pected by anyone, and the last heard 
of the business was a bill introduced 
by Senator Capper of the Senate Dis- 
trict Committee, authorizing a 5-cent 
or “one-half” fare for Washington 
school children. 


HILE all this was going on, Mr. 
Stone kept on pegging away 
in the columns of the Daily News and 
has apparently scored some heavy 
points in favor of reduced fares for 
school children. He established the 
fact that Washington—the rich capital 
of a rich country—has lagged far be- 
hind other American cities so far as 
making transportation to and from 
school economical is concerned. This 
is borne out by the table. : 
Mr. Stone (speaking of Washington) 
stated : 

“It was not until last year that Con- 
gress finally passed a law providing free 
textbooks to the students of public schools. 
Students attending parochial and private 
schools still have to purchase their own 
books and supplies. 

“Practically every up-to-date rural school 
district in the country provides free bus 
transportation for the children to and 
from schools. Although many of the 
school children in this city have to trudge 
as far as 3 miles to and from school every 
day, the city has done nothing toward pro- 
viding economical or convenient transpor- 
tation. 

“Nearly all of the other large cities in 
the country have attempted to cope wit 
this situation. Free bus transportation has 
been inaugurated in a few municipalities, 
and in others the traction companies and 
regular bus lines have been compelled to 
carry school children at reduced rates.” 


Another point taken up by Mr. Stone 
was the matter of discrimination be- 
tween public school students and those 
attending parochial or private schools. 
He said that such discrimination is 
foolish. Mr. Stone stated: 

“Only three of the fifty-five cities, from 
which replies were received to The News’ 
questionnaire, reported that pupils enrolled 
in private and parochial schools were de- 
nied the reduced fares. These three cities 
in Los Angeles, Dallas, and El Paso, 

ex. 
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“One other city, Newark, N. J., ex- 
cluded private school pupils from the en- 
joyment of lower fares, but includes those 
attending parochial schools. 

“It was this question which last year 
deadlocked the pending 2-cent car fare bill 
in Congress. As passed by the House, the 
measure limits the lower fares to public 
school students. Several members of the 
House, however, have since angrily de- 
clared that they never would have allowed 
the bill to pass if they had known of the 
discriminatory provision.” 


eo author next alleged that it 
was Senator Robison (Rep.) of 
Kentucky, defeated in the recent elec- 
tion, who insisted on the discriminatory 
provision against parochial and private 
school students and balked at an at- 
tempt to amend it. The author also 
pointed out that in each of the three 
exceptions mentioned—Los Angeles, 
Dallas, and El Paso—the discrimina- 
tion was not invoked by the residents 
of the cities. In Los Angeles the half 
fare for public school students was or- 
dered by the state commission and in 
the two Texas towns it was ordered 
by the state legislature. 

It is significant also to note that in 
Fort Worth, Texas, only a few miles 
from Dallas, the traction company vol- 
untarily went beyond state law to grant 
the same half rate to parochial students. 


uT there is one point that Mr. 

Stone failed to consider; who 
should pay for reduced fares for stu- 
dents? 

Mr. Stone apparently assumes that it 
will be the street car companies. It is 
always thé easiest to pass the burden 
on to the traction companies. We are 
likely to find, however, that the trac- 
tion companies will pass the burden 
directly on to the adult fare-paying 
patrons of their lines. 

Mr. Stone, Representative McLeod 
of Michigan, Mr. John J. Noonan, the 
Washington philanthropist, and others 
who have backed this movement for 
lower pupil fares in the District, have 
pointed out that the resulting loss of 
revenue will not be so great as to 
threaten the security of the traction 
service in Washington and that the com- 
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panies could bear it. But that is dodg- 
ing the issue; the point is not whether 
they could bear the burden but whether 
they should bear it. 

Few would find fault with the mo- 
tives behind such a proposal, but many 
will question the economic soundness 
of the means to attain the end. Grant- 
ed that parents should be aided in send- 
ing their children to school, why should 
the other car riders bear the whole 
additional burden? 

The car companies, we may assume, 
will be allowed a rate sufficient to yield 
a fair return regardless of the increased 
operating costs and this will simply 
mean putting the bill on the car-riding 
adults. 

Now there are a great many Wash- 
ingtonians who do not ride street cars 
who will have no share in contributing 
to this charitable venture. As a mat- 
ter of fact, those who do not ride the 
cars are better able to contribute than 
those who do. Car riders, if not poor, 
are likely to be moderately blessed with 
the goods of this world. The idle rich, 
as a class, are not riding on street cars 
these days. 

Is this not something like robbing 
Peter to pay Paul? 

Decisions of the commissions and 
economists would: seem to indicate that 
such social ideals are financed with far 
more economical soundness and equity 
by defraying their cost directly out of 
general tax funds rather than placing 
the whole burden on the shoulders of 
a single class and a poor class at that. 


A‘ an example of this viewpoint, 
examine the findings on the mat- 
ter of reduced pupils’ fares rendered in 
the recent report on street railway 
operations in Seattle. This report is 
not the product of a biased body fav- 
oring private interest; in the first place 
the Seattle railway system is municipal- 
ly owned and, in the second place, the 
report was made, not by state officials, 
but by a committee of citizens ap- 
pointed by the mayor to find out 
why Seattle’s railway system seems to 
be headed for the junk yard. Part 
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The Ratio of Adult Carfare Rates to Pupil Rates 


in American Cities 


Street Cars 
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of the citizens’ report is as follows: 


“In considering the problem of the 
street railway system today, your commit- 
tee feels attention should be called to the 
transportation of school children. The 
present fare of the school children is 23 
cents, which is substantially under the cost 
of service. The customary plan in use, and 
which has been continued in Seattle since 
the days of the 5-cent fare, is to carry 
school children at one half of the regular 
fare. If this rate had been increased to 
one half of the present fare, it would have 
meant from the 3,118,968 school riders in 
the year 1929, an increased revenue to the 
system of over $77,000. Your committee 
does not recommend an increase in school 
fares, but does wish to point out that the 
system is here performing a direct public 
service which must be taken into consid- 
eration.” 


After reviewing other expenses of 
the railway’s system, such as the cost 
of paving between tracks, that redound 
more to the benefit of the general tax- 
payer than to the railway patron, the 
report says: 


“Tt is obvious to your committee that the 
most important necessity of the street rail- 
way system today and for the future is 
the matter of placing it on a business basis 
so that the same policies can be employed 


in its operation as are found necessary in 
the conduct of any private business. In 
the opinion of your committee, the opera- 
tion of the system cannot be continued as 
at the present time without direct and sub- 
—_ contributions from the general 
und.” 


In other words, if we are going to 
run our railway systems like so many 
community chests, it will be necessary 
for everybody in the community to 
contribute and not merely the much 
harrassed straphanger. 

No one will question the soundness 
of the observation that what is just 
treatment for the municipally owned 
railway of Seattle is also just treatment 
for the privately owned railways of 
Washington, D. C.;—to permit the 
student rate reduction to be defrayed 
out of the general tax funds. 

Now let us hear what the taxpayers 
have to say on the matter! 

—F. X. W. 


Repucep FARES FOR WASHINGTON SCHOOL 
Cuitpren. A series of articles in the 
Washington, D. C. Daily News. By Walker 
Stone. Dec. 10-17, 1930. 


Citizens Committee Report. Seattle Times. 
November 4, 1930. 





Some Unique Experiments in Local 
Transportation Service 


HILE the railroad industry is 

looking for congressional relief 
from economic troubles, its little broth- 
er, the street railway, has apparently 
given up all hope that it can be helped 
by legislative fiats and seems to be con- 
centrating its attention on possible im- 
provements in its own service and rates 
that will stimulate off-peak and short- 
haul traffic. 

More than a year ago, a street car 
company in St. Louis put into practice, 
with the approval of the Missouri com- 
mission, a weekly pass rate of $1 good 
for twelve rides, and allowing the hold- 
er to ride for 5 cents a trip on all 
rides in excess of twelve during the 
same week. Since then a number of 


street car companies have been experi- 
menting. 

Cleveland attempted a 2-cent fare 
for down-town districts to stimulate 
short haul patronage; the plan seems 
likely to be successful from last re- 
ports. 

In Newark, the Public Service Com- 
pany, on November 2, 1930, voluntarily 
slashed its fares to 5 cents a ride and as 
a result has taken in more revenue than 
it did under the old higher rate which 
it was permitted to charge, according 
to John L. O’Toole, vice president in 
charge of its public relations. 

During the recent Christmas shop- 
ping season, the Milwaukee Railway & 
Light Company installed and sold 
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HOUSING QUARTERS FOR POLITICAL APRONTEES 








© 1931, N. Y. Tribune, Inc. 


WHEN WE HAVE GOVERNMENT OPERATION 
OF MUSCLE SHOALS 


“shoppers’ passes” at reduced rates, not 


good during rush hours. The effect 
was to level off the jagged peaks and 
valleys in the railway company’s traffic 
load during the holiday season by en- 
couraging nonrush hour riding and 
proportionately depressing the rush- 
hour crowds. It is not known just yet 
whether more net revenue was actually 
received under this plan, but it is re- 


ported that there was an increase in 
the total number of passengers car- 
ried. 

It is in Seattle, Washington, how- 
ever, where the street railway is oper- 
ated by the municipality, that the most 
extensive research has been going on 
with a view to solving the rapid transit 
problem. Nothing has actually been 
done yet, but the report of the citizens’ 
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committee, appointed by the mayor to 
study the traction system, asks for a 
complete overhauling of its manage- 
ment and regulation and makes many 
specific suggestions that should interest 
operators of other traction systems, 
whether publicly or privately owned. 


HE traction situation in Seattle 

has an interesting background. 
The city bought the system in 1919 for 
the agreed price of $15,000,000—the 
same amount that the United States 
paid to Napoleon Bonaparte for the 
whole Louisiana territory. The money 
was to be paid in annual installments 
of $833,000, plus interest on the de- 
ferred payments. 

There were a great many arguments 
advanced by the proponents of munici- 
pal operation that seemed very plausi- 
ble at the time. As the citizens’ com- 
mittee reported: “Theoretically the 
city had certain advantages over the 
private company in owning and operat- 
ing the lines.” 

What were they? Well, first of all, 
the lines would be relieved of taxation 
—a matter of more than a half million 
a year. Next, certain operating ex- 
penses—such as engineering, legal, and 
accounting services—would be accom- 
plished at the city hall by the public 
officials already doing such work. This 
was figured as a neat saving. Next, 
the city would be able to increase fares. 
(The private company had been bound 
by a franchise rate.) 

In view of all these rosy specula- 
tions, it was thought that the city could 
use the money thus saved plus the divi- 
dends that would ordinarily go to 
stockholders and pay the installments 
out of “velvet” so to speak. 

But something happened to upset 
these cheerful calculations. The citi- 
zens’ committee’s report on November 
3, 1930, stated: 

“Various factors, not originally taken 
into consideration, have made this result 
impossible.” 

It is not the purpose of this brief 
analysis of the Seattle traction probe 
to discuss the merits or demerits of 
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municipal ownership and _ operation. 
And even if it were, it is very doubt- 
ful whether the failure of the Seaitle 
system to come up to political expecta- 
tions could be laid entirely at the door 


of municipal mismanagement. Other 
street railways are not doing so well 
either. The citizens’ committee found 
that competition from 90,000 private 
automobiles and 400 taxicabs had 
played a large part in causing operat- 
ing deficits, and further that the man- 
agement itself had made every effort 
to make the lines pay. Aside from 
poor judgment of political proponents 
of municipal operation, in estimating 
the amount of revenues that would ac- 
crue from municipal ownership, there 
is little in the report that could be 
said to be a direct indictment of 
governmental operation. In _ other 
words, it is not a clean cut case either 
way. 

Let us confine our attention, there- 
fore, to the constructive suggestions 
put forth by the citizens’ report. It is 
not inconceivable that they may help 
other traction operators. 


HE committee found that the sys- 
tem was doing badly financially, 
and would probably continue to do so. 

Why? 

Well—first of all, there was the ques- 
tion of trainmen’s wages. The Seattle 
system pays the highest rate on the 
West Coast—averaging 77.43 cents an 
hour for operating employees. The 
next highest is the Oakland, Califor- 
nia, system, paying 71.36 cents an hour. 
The lowest is the San Francisco system 
paying 55 cents an hour. 

Next came the item of paving. The 
railway department is required to pay 
the cost of paving between tracks—a 
relic of horse car days when the ani- 
mals actually wore out such surfaces. 
The committee found that this expense 
ought to be borne by the regular high- 
way department of the city, whose 
funds are contributed by the general 
taxpayers. Under the existing ar- 
rangements street car riders are com- 
pelled to contribute to the maintenance 
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BUT WHO’S RUNNING THIS TRAIN? 


of highway surfaces for their strong- 
est competitor—the motor vehicle. 
The size of the installment payments 
was commented upon. Last year, due 
to the efforts of Mayor Edwards, the 
city was successful in obtaining a 2- 
year moratorium on the principal pay- 
ments. It was hoped that the city 
would be able to catch up during the 
respite. Such was not the case, how- 
ever—the railway system now has an 
actual operating deficit without allow- 
ing for any principal payments. The 
committee urged that the city negotiate 
an arrangement with the sellers of the 
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system whereby the annual payments 
would be cut down from $833,000 to 
$333,000. 

The committee also condemned the 
whole theory of this financing of the 
purchase because in effect it makes 
street car riders pay for the purchase 
of the system in addition to paying for 
the value of service actually received. 
A private street car company, for in- 
stance, is only allowed to charge rates 
based on money which it has itself 
invested in the property. It would 
never be allowed under any condi- 
tions to amortize in this manner the 
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entire investment against its patrons. 
The report stated: 


“In an endeavor to make the car riders 
pay the purchase price of the street car 
system the burden has unwittingly been 
placed upon that class of people in the 
city who are least able to bear it. This 
same class are thus asked to pay for a 
street car gee purchased by and to be 
owned by the city as a whole.” 


HAT did the committee propose 
to do to increase operating reve- 
nue? 

The most interesting recommenda- 
tion was that for the creation of a 
Municipal Traction Board by the legis- 
lature, to handle the affairs of the sys- 
tem in the most economic fashion, and 
above all to be “free as possible from 
public pressure of any kind.” The 
board is to consist of seven nonsalaried 
public spirited citizens with 7-year 
terms, the term of one member expir- 
ing each year so as to assure continuity 
of policy on the board. This board 
will be vested with complete powers 
over operations, including discretion as 
to rerouting, branch line abandonment, 
substitution of bus for rail service, and 
whatever else may be necessary to ren- 
der operation more profitable. 

The report does not say, however, 
that the board should be given power 
to fix rates. This omission was not 
made out of any deference to the con- 
trol of the state commission, because 
that body does not have any jurisdiction 
over municipal operators. 

The next recommendation had to do 
with power bills. The system now 
takes its power partly from the Puget 
Sound Power & Light Company, and 
partly from the city light department. 
It pays both organizations the rate of 
one cent per kilowatt hour, which, the 
committee found, was very profitable 
in view of the fact that the production 
cost is considerably lower and the dis- 
tribution expense is inconsequential. 
The committee felt that the city light 
department ought to’ furnish power to 
the city traction department at cost, 
thereby saving the latter service a neat 
sum annually. 


The report furthermore stated: 

“It (power) could probably be pur- 
chased for less if there was a competitive 
market. It is unjust to exact a profit 
from one department when dealing with 
another, especially when the justification 
for the city light department is that it 
furnishes us with current at cost.” 


NOTHER interesting recommenda- 

tion had to do with the cost of 
employees’ pensions. This costs the 
traction department about $145,000. 
The committee conceded that the pen- 
sion plan is a laudable and desirable 
institution, but was of the opinion that 
in so much as the same was adopted by 
the voters of the city of Seattle, the 
expense ought to be charged against 
the voters of the city of Seattle through 
general taxation and not against the 
revenues of the railway system. The 
committee further recommended that 
all paving costs be likewise assessed 
against the general fund for reasons 
already mentioned. 

Finally, there was the recommenda- 
tion as to the taxation of motor ve- 
hicles. The theory of the committee 
is rather severe on the motorists, but 
yet logical enough if we agree with 
the proposition that a street railway is 
indispensable. Here is how the com- 
mittee figured the problem out. 

“Your committee recommends, inas- 
much as automobiles and trucks are not 
only the principal competition of the street 
railway system but a direct cause of ex- 
pense to the city in the maintenance of 
streets and a large expense to the street 
railway system due to the breaking down 
of pavements and tracks, and during 
stormy weather and particularly times of 
snow a most serious interference in the 
operation of the street railway, that con- 
sideration be given to the adoption of a 
municipal vehicle tax, which money would 
be paid into the general fund and a portion 
of which would in turn be used by the 
general fund for the maintenance of street 
railway tracks, etc. Such a tax, your com- 
mittee finds, is in successful use in Chi- 
cago, where all pleasure automobiles, 
trucks, and vehicles of every description 
are taxed at rates from $10 to $30 an- 
nually.” 

A special gross revenue tax on taxi- 
cabs was also recommended. 

This recommendation as to addi- 
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tional sources of tax revenues was 
made to suggest means of defraying the 
increased drain on the general tax 
funds that would result from the adop- 
tion of the other recommendations. 


NOTHER street railway experiment 

will bear close watching. It is 
in the matter of taxicab and bus coor- 
dination in Kansas City, Missouri. 
Late in 1929, the managers of the Kan- 
sas City Public Service Company made 
up their mind that the taxicab was a 
dangerous competitor to its street car 
business. They looked around and 
asked each other: 

“What is the biggest, best, and most 
reliable taxicab company now operat- 
ing in this city?” 

Someone suggested the Yellow Cab 
Company. 

“All right, let us go right over and 
buy it.” another suggested. They did. 

So far the coordination between 
these two forms of service has been 
mostly in matters of administration. 
The purchase of materials and sup- 
plies for the cab company is handled 
through the railway’s purchasing de- 
partment. Claims and other legal mat- 
ters for both services are handled by 
a single legal department. Considera- 
ble saving is effected in the joint use of 
garages and other facilities as well as 
the joint services of inspectors and 
despatchers. There is codperation also 
in the matter of advertising publicity. 
Street cars and cabs advertise each 
other with placards and both vehicles 
give their patrons “Take One” pam- 
phlets containing publicity matter af- 
fecting both services. 

As to actual service coordination, 
little has been done so far with the 
exception of maintaining taxicab stands 
at the end of certain street car and 
bus routes on company property. But 
the company has future plans along this 
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line and, as we said before, the matter 
will bear watching. 


| gen concluding this résumé of 

recent railway experiments, there 

is another more spectacular instance of 
service coordination that should be 
mentioned. The El Paso (Texas) 

Electric Company, in an effort to popu- 

larize electric cooking, removed the 

seats from one end of one of its street 
cars and installed therein a completely 
equipped electric kitchen. Food is 
cooked electrically en passent and 
served to all passengers. The “Elec- 
tric Range Special,” as it is called, con- 
tains a number of electric devices in- 
cluding a range, an electric refrigera- 
tor, an electric water heater, and a full 
assortment of smaller appliances. 
The car is painted white with nu- 
merous slogans and other advertising 
inscriptions. Meals are served by chic 

French maids. Small portions of per- 

fectly cooked foods of all kinds, trom 

soups to desserts, are served gratui- 
tously to the riders. Although the in- 

novation was primarily intended as a 

publicity stunt to push sales on elec- 

tric merchandise, there is in it the germ 
of an idea of how street railway pat- 
ronage might be improved by estab- 
lished regular dining service. Many 
busy people that would otherwise use 

a cab to go somewhere might be tempt- 

ed to take a street car if they could eat 

en route. But who ever thought that 

“lunch cars” would ever run on tracks? 

—F. X. W. 

Citizens’ CoMMITTEE Report oN SEATTLE’S 
MunicrpaL Street Ratmway_ Situation. 
Seattle (Wash.) Times. November 4, 
1930. 

Co6RDINATION OF TAXICAB AND Rapip TRANS- 
1T Service. The Railwayan. December, 
1930. Page 6 

Monet Rotiinc KitcHen Poputarizes Exsc- 
tTRIC Cookery. Stone & Webster Journal. 
December, 1930. Page 628. 





Regulation by Intimidation 


Errorts to influence the decisions of the state commissions—attempts 
to apply personal or political pressure upon the commissioners, amount- 
ing on occasions to threats of bodily attack—will be described in an 
article that will shortly appear in Pustic Utiitires FortNicHtTty. 
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WHAT READERS ASK 


Out of the mail bag of the editors have come these 
questions; because they touch upon subjects of broad 
interest to those in the public utilities field, they have 
been selected for publication—together with the an- 
swers. What questions do you want to ask? 


QUESTION 


If only a small portion of electricity 
is sent across state lines so as to be- 
come interstate commerce, why should 
state commissions object to Federal 
regulation of that small proportion of 
the general business? Why should 
not the Federal Government regulate 
interstate commerce as much as the 
states regulate intrastate commerce? 


ANSWER 


The objections of the state commissions 
seem to be based upon two grounds. In the 
first place not all of the electricity which 
crosses state lines is beyond the regulatory 
power of state commissions. When a com- 
pany operates in more than one state and 
sells its current directly to consumers in the 
various states, its rates and service are sub- 
ject to regulation of the state commissions 
notwithstanding this business is interstate. 
Regulation in such a case is regarded as pure- 
ly a local matter with which the Federal Gov- 
ernment need not concern itself if it does 
not choose to. Being a purely local matter 
the state commissions think regulation could 
best be done by the states themselves because 
they are more familiar with local conditions 
and nearer the place where the utility service 
is rendered. 

They also fear that once the Federal Gov- 
ernment occupies this particular field it will 
dominate it and gradually extend its power 
over intrastate rates either by direct legis- 
lation or by construction of Federal tribunals. 
This, they say, is what has happened in the 
case of the regulation of railroads, and there 
is no assurance, they believe, that it would 
not happen in the case of the regulation of 
electric power. They evidently think this 
would be bad for the ratepayers on the 
ground that the Federal Commission would 


be inclined to be more liberal to the utilities 
than would the state commissions, judging 
from experience in the Federal regulation of 
railroads. 


QUESTION 


Have the commissions generally 
any jurisdiction over the merchandts- 
ing activities of a public utility? 


ANSWER 


Although joint activity in merchandising 
and utility operations seem to be generally 
permissible by a utility’s corporate charter, 
Com. ex rel. Balbridge v. Philadelphia Elec- 
tric Co. (Pa. Com. Pleas Ct.) P.U.R.1929D, 
335, state commissions do not appear to have 
any jurisdiction over their merchandising ac- 
tivities; Public Utilities Commission v. Hen- 
derson County Pub. Service Co. (Ill.) P.U.R. 
1920C, 381; Claggett v. East Shore Gas & E. 
Co. (Md.) P.U.R.1920C, 501; Re Cape May 
Illuminating Co. (N. J.) P.U.R.1919B, 46. Of 
course, they may act to prevent discrimina- 
tion in rates or service against customers fail- 
ing to patronize utility merchandising de- 
partments. or v. East Shore Gas & E. 
Co. (Md.) P.U.R.1920C, 501; Devils Lake 
Steam Laundry v. Otter Tail Power Co. (N. 
D.) P.U.R.1928C, 83. 


e 


QUESTION 
Can service be discontinued by a 
utility because a customer fails to pay 
for merchandise sold to him by the 
utility ? 
ANSWER 


Even though the account for merchandise 
sold by the utility appears on the same bill 
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as the account for regular gas and electric 
service, courts and commissions have uni- 
formly held that utility service can not be 
cut off because the customer fails to pay, fue 
amount due for merchandise. Re 
Illuminating Co. (N. J.) P.U.R1SI9B, 46. 
Middleton v. Cumberland County Gas Co. (N. 
J.) P.U.R.1920B, 237; Wyoming v. Luzerne 
County Gas & E. Co. (Pa. , P.U.R.1922A, 48; 
Miller v. Roswell Gas & E. Co. (N. M. Sup. 
Ct.) P.U.R.1918A, 21. 

The Washington commission even threat- 
ened to prohibit a gas company from billing 
merchandise accounts on the regular gas bill 
if the company should persist in attempting 
to secure payment on merchandising accounts 
through this medium from patrons refusing 
to pay such accounts. Public Service Com- 
mission ex rel Seattle v. Seattle Lighting Co. 
(Wash.) P.U.R.1915B, 135 

Nor will a gas utility be allowed to main- 
tain price wheels in prepayment meters where- 
by a consumer is required to pay for other 
than strict utility service. Stites v. Cumber- 
-_ County Gas Co. (N. J.) P.U.R.1920B, 
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QUESTION 


Would the furnishing of incandes- 
cent lamps by an electric company as 
part of a certain class of rates be re- 
garded as intruding the sale of mer- 
chandise upon a purely utility service? 


ANSWER 


The Illinois and Wisconsin commissions 
have both held that lamp renewals made by 
an electrical utility for customers without 
specific charge, or at a price less than the 
price charged to parties not entitled to lamp 
renewal allowances, were not to be treated as 
the sale of merchandise for the purpose of 
segregating merchandising accounts from 
purely utility accounts. Consumers Stores v. 
Commonwealth Edison Co. (Ill.) P.U.R. 
1930D, 321; Re Accounting for Merchandise 
(Wis.) P.U.R.1930E, 204. 


QUESTION 
If a rate can be fixed so low as to 
confiscate a utility company’s prop- 
erty, why can a rate not be made so 
high as to confiscate the ratepayers’ 


property? 
ANSWER 


That is a very natural question. The point 
has been raised in one or two cases but there 
cannot as yet be said to be much authorita- 
tive law on the subject. 

Upon principle it would seem that fixing 
a rate at which a utility company is compelled 
to serve too low, might amount to the con- 
fiscation of its property, while fixing a rate, 
however high, would not be a confiscation 
of the customers’ property because of a dif- 
ference in their obligations toward each 
other. 

A public utility company is required to 
render service. It has no choice in the mat- 
ter once it holds itself out to the public as 
a public utility company. If it is forced to 
serve and the rate fixed is too low, its prop- 
erty would be taken away use there 
would be no method by which the property 
could be saved. 

On the other hand, no obligation rests upon 
a ratepayer to take the service if he thinks 
the rates are too high. There is at least no 
legal obligation, and in respect to most util- 
ity services no real obligation. The rate- 
payer does not have to have a telephone, nor 
does he have to have electric light, nor does 
he have to ride on the street cars or on the 
railroads. Of course, it would be folly from 
an economic standpoint for him not to make 
use of these services; but he does not actu- 
ally have to have them. Out in Wisconsin, 
for example, most of the subscribers of a 
certain telephone company, believing that the 
rates fixed by the commission were too high, 
went on a strike and ordered their telephones 
out. 

As no one is compelled by law to take util- 
ity service and as anyone can order it dis- 
continued if he thinks the rates too high, 
there is no possibility of confiscating his 
property by high rates. 





Should the Utility Holding Company 
Be Regulated? 


“Yes,” 


answers Dr. JAMES C. BonsBRIGHT in the next issue of PuBLiIc 


Urmiriss FortNIGHTLY—and he presents his reasons for believing that the 
present methods of regulation are inadequate. 


“No,” 


answers Martin J. 


InsuLL—and in the same number of this 


magazine he replies to Dr. Bonbright and states his reasons for believing 
the present system of regulation is adequate. 
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The March of Events 





Alabama 


Downward Rate Revision Is 
Forced by Commission 


A= of the engineering department of 
the public service commission shows 
that there was a downward trend in utility 
rates in 1930 as a result of commission 
activity. Savings to consumers of various 
utility services = listed as follows: electric 
utilities, $625,000; gas utilities, $550,000 
street railways, $30,000 ; telephone companies, 
$40,000 ; and water companies, $5,000. 


The expense of the engineering depart- 
ment, according to the report, during this 
period was approximately $37,000, or “for 
every dollar spent by the engineering depart- 
ment $34 was saved the ratepayers of Ala- 
bama.” 

The department handled 73 formal cases, 
90 informal cases, 91 rate cases, 25 cases in- 
volving transfer of property, 9 cases involv- 
ing securities, 25 proceedings relating to cer- 
tificates of convenience and necessity, and 
505 informal complaints by representatives 
of patrons. 


e 


Arizona 


Commission Orders 
Investigation 


HE Arizona Corporation Commission, as 
its first official act after Charles R. 
Howe replaced W. D. Claypool as a member 
of the commission, has ordered investigations 
of the rates charged by three public utilities. 
These are Public Utilities Consolidated Cor- 


poration of Nogales, the Arizona Edison 
Company at Superior, and the Arizona Power 
Company at Prescott. 

Orders for the investigation have been is- 
sued to each of the utilities for the purpose 
of determining whether the present rates are 
just and reasonable as well as lawful. This 
action is said to be based upon a number of 
complaints that have reached the office of the 
commission. 


e 


California 


Valuation Basis Is under Fire 
in Federal Court 


HREE judges in Federal court on Janu- 

ary 2nd granted a preliminary injunc- 
tion against the slash in gas rates ordered by 
the commission for the Los Angeles Gas and 
Electric Corporation. A restraining order 
had previously been issued by United States 
District Judge William D. James on Decem- 
ber 23rd after denial of a rehearing by the 
commission. The present rate, it is said, will 
remain in effect for 120 days pending the 
final decision of the court. Circuit Judge 
Curtis D. Wilbur is reported in the Los An- 
geles Record as saying: 


“In view of the gravity of the question 
raised, the judges constituting this court will 
grant "the interlocutory injunction pending a 
final decision. 

“A decision granting a permanent injunc- 
tion, if one were issued, would only mean 
that this new rate would not be collected. 
The court would leave to a regulatory body 
the question of the rates to be charged.” 

The contention of the company is that the 
commission order would be confiscatory and 
that the commission did not allow for the 
full value of the gas company’s property. 
The reduction would amount to approxi- 
mately $1,350,000 a year. 

The court, in granting the injunction, or- 
dered the company to file a bond of $200,000 
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If the injunction is later dissolved, the com- 
pany would make refunds on all gas bills in 
accordance with the final ruling rendered by 
the court. 

The commission, according to the San 
Francisco Examiner, has pointed out that the 
proceedings in the Los Angeles case are of 
vital importance, not only in the Los Angeles 
territory but in northern California. The 
method of valuation applied in the southern 
city is now being used by the commission in 
its study for permanent gas rate schedules 
in the territory of the Pacific Gas & Electric 
Company, where natural gas has recently 
supplanted artificial gas. The commission is 
quoted in part as follows: 

“The commission opposed the application 
for a preliminary injunction, urging that it 
could not be said there was any confiscation 


Reversal of Order Disapproving 
Sale Requires Approval 


HE interesting question was presented to 

Attorney General James M. Ogden 
whether the commission should approve a 
sale of public utility property when an order 
of the commission disapproving the sale has 
been reversed by a court. The commission 
had refused approval of the sale of the 
Northwestern Indiana Telephone Company to 
Winona Telephone Company and Crown 
Point Telephone Company. On appeal to a 
circuit court it was ordered that the peti- 
tion be granted. The supreme court decided 
that the lower court had no power to issue 
such an order, whereupon the lower court 
entered an order setting aside the commis- 
sion’s order as unreasonable. 

The attorney general advised the commis- 
sion that upon the assumption that the com- 
mission did not desire again to appeal to the 
supreme court but to decide the case on its 
merits, the only course that could be fol- 
lowed would be the approval of the sale. It 


Industrial Rate Is Demanded 


HETHER an industrial consumer of gas 
can contract for a larger supply than 
it uses, in order to obtain an industrial rate, 
is the question presented to the public service 
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Indiana 
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Kansas 
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when the reduced rates would permit the pay- 
ment of all fixed charges and 15 per cent 
dividends on common stock, or a return of 
over 7 per cent on what the property would 
have cost if present price levels had prevailed 
during the entire history of the company. 

“The company claims there would be con- 
fiscation unless the new rates would yield 8 
per cent on the cost of the reproduction or 
replacement of the property, including $2,- 
500,000 for promoters’ profits, $5,900,000 for 
estimated cost of financing, and more than 
$9,000,000 for going concern value. 

“The case promises to be a very bitterly 
contested one. The amounts involved are 
large and the questions presented are of ex- 
treme importance in relation to state regula- 
tion of the great gas and electric utilities 
which have sprung up in recent years.” 


is true, he said, that courts in reviewing the 
orders of the commission are not exercising 
legislative authority and cannot modify the 
order of the commission or dictate and de- 
termine what the judgment of the commis- 
sion shall be, but the courts are limited to an 
exercise of the judicial function which, when 
the court declares an order to be unreasona- 
ble or unlawful, is limited to enjoining the 
enforcement of the order. 

If the commission, however, again denies 
the right of purchase and sale upon the same 
facts, judicial authority can again declare the 
order unreasonable and restrain its enforce- 
ment. Such procedure, it was pointed out 
by the attorney general, might lead to an end- 
less chain of orders by the commission which 
would be followed in each instance by a ju- 
dicial finding restraining their enforcement. 

It was, therefore, concluded that if facts 
and conditions were materially the same as 
when the court entered its judgment, and no 
appeal to the supreme court were taken, the 
matter was settled and the commission had 
no alternative but to make an order approv- 
ing the sale. 


commission on complaint against the Wichita 
Gas Company. Discrimination has been al- 
leged against complaining companies in that 
they have been denied a 22-cent industrial 
rate for gas, while others in the same lines 
of business purchase their fuel on that basis 
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from the same public utility company. 

The president of a grinder company testi- 
fied on January 8th that he had been notified 
by the gas company that upon the expiration 
of his contract in July of this year, gas would 
be charged to his company at the domestic 
rate, which would average about 44 cents a 
thousand cubic feet under a step rate sched- 
ule. The 22-cent rate is open to concerns 
using 2,400,000 cubic feet during a year. The 


consumption of the grinder company is less 
than that, but it is willing to pay for the 
minimum in order to get the industrial rate. 

Counsel for the company expressed the be- 
lief that it would be discriminatory to permit 
a concern to contract for the minimum which 
it could not use in order to obtain the lower 
rates. He said, however, that the company 
would offer no objection if the commission 
issued such an order. 


Maine 


Governor Backs Commission in 
Rate Appeal 


HE public utilities commission and At- 

torney General Clement F. Robinson, says 
the Biddeford Journal, has been authorized 
by Governor Gardiner and his council to “go 
the limit” in defending a rate reduction rul- 
ing rendered by the commission last October 
against the New Hampshire Gas & Electric 
Company and the Kittery Electric Company, 
lessee. The Journal adds: 

“Assurance that the necessary funds in de- 
fending the commission’s ruling will be fur- 
nished by the state government was made by 
the council to Albert J. Stearns of Norway, 
chairman of the commission, and Attorney 
General Robinson, who explained that em- 
ployment of outside experts and appraisers 
may be necessary because of other work in 
winning the case for the public utilities 
commission, according to an Associated Press 
dispatch from Augusta. 

“The appeal by the power companies, the 
first from a Maine Public Utilities Commis- 
sion’s decree ever taken to a United States 
court, was based on allegations that the com- 
mission’s rate lowering decree failed to al- 
low a fair return on investment and ‘ignores 


Control of Pipe Line Company 
Is at Issue 


HE question of whether the public serv- 

ice commission can control legally the 
operation of the Maryland Gas Transmission 
Corporation operating a pipe line through 
Maryland counties was before the commis- 
sion on January 5th. This company, a sub- 
sidiary of the Columbia Gas and Electric 


the principles expressly laid down by the 
Supreme Court of the United States.’ 

“The petitioners further alleged that the 
commission erred in valuing the properties 
of the Kittery Electric Light Company, and 
failed to accept a fair and reasonable alloca- 
tion of actual operating expenses between 
the New Hampshire Gas & Electric Com- 
pany, and the Kittery Company which se- 
cures its current from the New Hampshire 
Company. 

“The commission’s decree of October 27, 

1930, was rendered after eighteen months of 
investigation and hearings of complaints by 
consumers in Kittery and Eliot. The com- 
mission ordered rates of the Kittery Com- 
pany reduced from 14 cents per kilowatt hour 
for general lighting purposes to 10 cents, 
rg minimum monthly charge amounting 
to ; 
“The ruling was based partly on the com- 
mission’s valuation of the Kittery property 
at $93,574, as against a valuation of $142,- 
072.05 by the electric light company. 

“Chairman Stearns described the case to 
the governor and council as ‘having no novel 
aspects but involving nearly all the elements 
which have caused strife, litigation, and con- 
troversy between the utilities and the rate- 
paying public.’ ” 


z 
Maryland 


Company, is seeking to pipe natural gas to 
Washington from Kentucky and West Vir- 
ginia fields. This is part of a program for 
bringing gas into eastern communities. 
Senator David G. McIntosh, who instituted 
the hearing, according to the Baltimore News, 
has declared: “ “The corporation is acting in 
clear and direct violation of the law of the 
state, and desires not only to escape taxes, 
but also to escape, if possible, the jurisdic- 
tion of the public service commission.’ ” 
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Massachusetts 


Taxpayers Shy at Municipal 
Electric Plant 


HE sentiment of Amesbury, we are in- 

formed by the Amesbury News, is openly 
opposed to the acquisition of a municipal 
electric plant because the taxpayers realize 
that the tax rate would be doubled. The 
law prevents the bonding of more than 5 per 
cent of the valuation of the town in secur- 


ing a municipal electric light plant and, with 
the valuation in Amesbury, about $11,500,000, 
only about $581,000 could be bonded by the 
municipality. 

Opponents of the purchase of the plant 
have pointed out that even if the rates are 
greatly reduced the additional tax would 
make the electricity actually cost considera- 
bly more than it ever did before. A sub- 
stantial increase in taxes would result for 
twenty years, says the News. 


Michigan 


Further Probe of Telephone 
Rates Is Ordered 


HE public utilities commission has issued 

an order for a further investigation of 
Michigan Bell Telephone rates. It is stipulat- 
ed that the investigation shall cover the rela- 
tionship between the Michigan Bell, its parent 
company, the American Telephone and Tele- 
graph Company, and the Western Electric 
Company. On this point the Niles Star says: 
“The commission feels that its authority 
in this direction has been strengthened by a 
United States Supreme Court decision in an 
Illinois case December Ist, giving the states 
the right to regulate and investigate the in- 
dividual companies, even though they are a 


part of the A. T. & T. which is engaged in 
interstate commerce. 

“The order provided for a complete audit 
of the books and records of the company. 

“The state, according to the order, will ask 
for a stay of proceedings in pending Michi- 
gan Bell litigation in the district Federal 
court, that the investigation and audit may be 
completed for submission to the court.” 

Harold Goodman, special assistant attorney 
general, at a conference between Governor 
Wilbur M. Brucker, the state public utilities 
commission, and Detroit and state officials, is 
reported in the Detroit Jllustrated Daily as 
saying that he was confident the examination 
will show the company is earning at the rate 
of more than 8 per cent on its 1924-25 valua- 
tion. 


Missouri 


Laundries Get Manufacturers’ 
Water Rates 


HE St. Louis County Water Company 
under the terms of a decision by the 
Missouri supreme court must furnish water 
to laundries at the special rates it makes to 
manufacturers. The commission had refused 
to order these rates on complaint by the 
Laundry of Maplewood and the Overland 
Laundry Company. 
The laundries assert that they use more 
than 500,000 gallons of water each month and 


that they are charged for it at the meter rate 
which the company charges individuals. The 
manufacturers’ rate is 15 cents per thousand 
gallons with a 10 per cent discount for pay- 
ment within ten days after the bill is pre- 
sented. 

The utility, says the St. Louis Star, has 
contended that the 15-cent rate is less than 
cost and had been placed into effect for cer- 
tain manufacturers when the company be- 
lieved the location of the factories in St. 
Louis county would bring enough additional 
business to the company to warrant a reduc- 
tion in charges. 


e 
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New Hampshire 


Importance of Commission Is 
Stressed by Governor 


Oy W. Tosey, bidding farewell to the 
New Hampshire legislature on the eve of 
his retirement, told the general court, meet- 
ing in joint convention, that the public service 
commission was “one of the most important 
departments of our state government.” 

He directed attention to the safeguarding 
of interests of the state in the important mat- 
ter of exportation of energy generated by 
water power, which exportation is permitted 
with the proviso that New Hampshire may 
recall it if demand for state use exceeds the 
supply. He commended the amendment un- 
der which the commission was given author- 
ity to approve or disapprove contracts be- 
tween utilities and commended efforts to 
carry the benefits of electricity into rural re- 
gions of the state. The Boston Transcript 
relates: 

“Touching directly on the commission’s in- 
vestigation into the Associated Gas & Electric 
Company System whose two New Hampshire 
units are the New Hampshire Gas & Electric 
Company of Portsmouth and the Derry Elec- 
tric Company, the governor reported that ‘the 
Portsmouth Company has saved about $46,000 
per year jon interest charges as one result of 
this suit.’ 

“‘From progress made to date,’ he added, 
‘this investigation has been thoroughly jus- 
tified and should be carried on to completion. 
What our public service commission is inter- 
ested in is whether the consumers of our state 
who patronize these utilities are receiving the 
rate advantages to which they are entitled; 
or whether or not the methods employed and 
the entire relations of the operating company 
with the holding company constitute proper 
management and operation from the stand- 
point of the consumers’ welfare.’ ” 


* 


“Gold Plated” Power Lines 
Are Scored 
| giaperane against “gold plated” power lines 


to country districts and suggestions that 
farmers and local contractors be authorized 
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to erect poles and string wires, when econ- 
omy could thus be effected, featured a ses- 
sion of the public service commission on Jan- 
uary 5th dealing with the question of rural 
electrification, says the Concord Monitor, 
which adds: 

“George Putnam, veteran president of the 
state farm bureau federation, urged that a 
standard type of power line construction be 
fixed by the commission, preventing electric 
companies from installing costly and elaborate 
equipment at the expense of rural customers. 
Such customers, Mr. Putnam pointed out, 
now have to guarantee monthly payments suf- 
ficient to reimburse the company within five 
years for the total cost of the line. 

“It is unfair, the speaker said, to saddle 
upon small customers the expense of installa- 
tions designed to be adequate for the en- 
larged demands and enlarged service of a 
future period. 

“According to Mr. Putnam, lines using 25- 
foot poles and wire merely heavy enough for 
present needs are acceptable to rural residents 
and are all for which those residents ought 
to be obliged to pay. 

“‘Fancy’ power lines, planned to ‘last for- 
ever’ or carry high-tension currents, when 
and if such currents shall be wanted, ought 
to be built at the expense of the utility firms, 
Mr. Putnam said. He suggested that the 
original consumers might rightly be expected 
to pay the minimum cost of the extension 
serving them, the installing company assum- 
ing the costs of extra equipment or higher 
grade materials. 

“Charles Brown of Hollis, president of the 
Hillsboro County Farm Bureau, asked that 
the public service commission investigate rate 
fixing in his district and give attention to the 
circumstances bringing about high costs of 
power line construction. 

“Commissioner Felker told the gathering 
that, in his opinion, ‘it’s a wonder that the 
farmer, burdened as he is already, can afford 
to take upon his shoulders the costs of these 
“gold plated” power lines.’ 

“He asserted that it would be no more than 
fair if the farmers, ‘who get paid less than 
anybody else for their time’ should be en- 
abled to contribute their labor to cut down 
the expense of electrical extensions to their 
neighborhood.” 


New Jersey 


Commuters’ League Is Formed 


Ae league to oppose increases 
_ in fares on the Lackawanna is being or- 
ganized, according to the Orange Courier. 
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The organization is a rebirth of the com- 
muters’ league organized many years ago to 
oppose increases in fares then impending. 
The league would raise money to employ a 
transportation expert to present the com- 
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muters’ side of the case. The cities are said 
to lack funds to carry on the battle. 
Hearings before the public utilities com- 
mission and the Interstate Commerce Com- 
mission will be resumed February 26th in 


New 


By-Product Character of Com- 
muter Business Is Denied 


MASS of statistical data purporting to 

show that suburban passenger traffic on 
the New York Central Railroad is no longer 
a by-product of transportation, but uses a 
considerable part of railroad facilities, has 
been presented by the company in the hear- 
ings before the commission on an application 
for a 40 per cent increase in commutation 
rates. Testimony of one witness indicated 
that 35.5 per cent of all train movements in 
the suburban zones of the Hudson, Harlem, 
and Putnam divisions was commutation 
traffic. On December 5th, according to an 
exhibit, there were 319 suburban trains as 
compared with 579 other trains that moved 
over the lines in the suburban area. Chair- 
man Milo R. Maltbie questioned the accuracy 
of certain figures contained in the exhibit and 
withheld its acceptance pending proof of its 
accuracy. 

The commuter was described by Hubert M. 
Bassett, assistant controller of the railroad, 
as “a peculiar animal.” He said that where- 
as the through passenger, with a longer time 
to wait and a greater distance to travel, buys 
a magazine or two, possibly takes a taxi ride, 
and telephones a few friends, the commuter 
rushes through the station, buys maybe a 
newspaper, maybe a cigar, never uses a taxi, 
rarely a telephone, and once in a while has 
himself weighed. This testimony was in con- 
nection with a discussion of the income from 
station concessions. 


* 


Mayors Make Recommendations 


A conference has recommended the 
following amendments to the Public 
Service Commission Law, according to the 
New York Times: 

Provision by statute to enable municipali- 
ties to fix a time limitation on permits for 
bus operation. 

Legislation to enable the public service 
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Newark. The company presented the rail- 
road side of the case at a hearing shortly 
before Christmas. Hearings were then ad- 
journed to give the opposition an opportunity 
to study the evidence submitted. 
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commission on application of municipalities 
and after a hearing to change bus routes. 

A statutory requirement that the public 
service commission serve notice on municipal- 
ities affected before ordering increases in 
public utility rates. 

An amendment giving the commission 
power to impose conditions in permitting the 
abandonment of a franchise. 

An amendment requiring public utility cor- 
porations to state separately in their reports 
to the commission receipts of the utility in 
each municipality. 

A provision making cities and villages par- 
ties to any proceeding before the commis- 
sion affecting rates within a municipality. 

Requirement by law that property values 
reported by public utility concerns for taxa- 
tion purposes shall be presumptive evidence 
of value for rate-making purposes. 


Development of St. Lawrence 
Water Power Is Recommended 


A= commission appointed by Gover- 
nor Roosevelt has filed with the legisla- 
ture a report proposing the development of 
the St. Lawrence water power by the state, 
with the recommendation that the power be 
marketed by existing public utility companies 
under contracts negotiated with the power au- 
thority. 

One member of the commission, Thomas 
M. Conway, filed a minority report in which 
he recommends that the power authority be 
authorized to enter into contracts with other 
corporations, which would be required to 
build and maintain their own transmission 
lines. If this provision should be unsuccess- 
ful, he recommends that the power authority 
be permitted to build its own transmission 
a, and market the state-developed power 
itself. 

It is the majority view that the state should 
not embark upon the distribution of power 
itself in competition with lines already con- 
structed by the public utilities. 
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Oklahoma 


Commission Moves for Reduc- 
tion in Gas Rates 


a HE corporation commission has started 
a movement to bring about a reduction 
in gas rates to consumers served by the Okla- 
homa Natural Gas Company in 48 cities and 
towns. This, according to the Muskogee 
Phenix, is because the commissioners have 
been advised that the cost of gas to the com- 
pany has been reduced and a retrenchment 
policy has been adopted, looking toward re- 
duction of operating expenses of the utility 
companies. 

The city council of Tulsa authorized its 
city attorney to proceed immediately with any 
legal steps necessary for the city to join in 
the demand for lower rates, we are informed 
by the Tulsa World. The Oklahoma City’s 
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council, however, according to the Oklahoma 
Oklahoman, has tacitly agreed on a “hands- 
off” policy. This paper says: 

“Hints that the Oklahoma Natural might 
consider a temporary rate of 50 cents in 
Oklahoma City have been dropped to mem- 
bers of the council, it was learned, although 
it was said a new franchise and other con- 
siderations were mentioned simultaneously. 

“The councilmen indicated they would not 
consider a temporary rate that was attached 
to an agreement calling for a new franchise. 
C. T. Lockwood, ward one councilman, re- 
ferred to the hearing as ‘a gesture.’ Mayor 
Dean counseled against the city’s becoming 
involved in it. 

“Modified participation, such as the council 
finally agreed upon, was counseled by E. M. 
Fry, city manager, who said the city at least 
should have an observer at the hearing.”  - 


Pennsylvania 


Legislation Sought for Philadel- 
phia Transit Commission 


A= which would put the regulation of 
Philadelphia’s transit problems in the 
hands of an entirely new commission, it is 
reported in the Philadelphia Public Ledger, 
has been prepared for introduction into the 
legislature. This bill would remove local 
‘transit affairs from the jurisdiction of the 
public service commission. 

The commission which is sought would 
‘consist of three experts, one in finance, one 
in transit operation, and one an engineer. 
It would have complete jurisdiction over 
rates of fare, changes in routes, operation 
and financing of transit matters, and would 
also have the power to review leases. It 
would sit each week to hear complaints and 
suggestions. 

Experts have been busy for some time in 
an attempt to agree upon an appraisal of the 
transit system, but, according to the Philadel- 
phia Public Ledger, they are about $35,000,000 
apart on an appraisement of the assets. The 
Public Ledger says: 

“One group of experts, it was reported, 
has figured that the Philadelphia Rapid 
Transit Company and the underliers—the en- 
tire system in all its ramifications—is today, 





with due regard to fluctuating cost prices, 
fairly worth about $130,000,000. The other 
group, however, is said to have computed the 
figure near $165,000,000.”_~ 

A subcommittee of the transit conference 
has been working on the appraisal prelimi- 
nary to settling the matter of municipal 
acquisition. This same paper gives us the 
following information: 

“When the subcommittee finds itself able 
to report to the full transit conference, that 
body, it is planned, will determine whether 
or not to suggest to the city administration 
that the entire transportation system be pur- 
chased by the municipality through an issue 
of bonds that would not be a charge against 
the borrowng capacity, but would in fact, it 
is claimed, relieve the present borrowing ca- 
pacity to the extent of more than $100,000,000. 

“It has generally been anticipated that a 
price near $160,000,000 would eventually be 
the one recommended. The transit confer- 
ence, which includes representatives of the 
city and the P. R. T. can only make a recom- 
mendation. Formal action looking toward ac- 
quisition at any price would have to be taken 
by city council, which during the last year 
has not been very warm toward the project, 
and then be submitted to the people of the 
city in the form of a bond issue election pro- 
posal.” 




















PUBLIC UTILITIES FORTNIGHTLY 


South Carolina 


Columbia Street Cars Resume 


NE street car line in Columbia was re- 

sumed the first week in January, which 
was the first time that cars had run in Co- 
lumbia since March, 1927, says the Columbia 
State. The Columbia Railway Gas & Elec- 
tric Company and the Broad River Power 
Company on that date withdrew their serv- 
ices, claiming that operation of the cars at 


a loss was tantamount to confiscation of 
property. The company, it is said, has an- 
nounced that it will expand the services as 
rapidly as tracks can be put in shape. 

The state supreme court held that the com- 
panies’ gas and electric franchises were joint 
ones with the street railway rights and that 
one could not be abandoned without all being 
vacated. This ruling was sustained by the 
United States Supreme Court. 


e 
, West Virginia 


New Gas Rates Are Suspended 


ITIES protesting against rates of the Unit- 

ed Fuel Gas Company, on January 14th, 
secured a suspension by the supreme court 
of the commission order pending an appeal. 
Arguments for the appeal were made on 
January 6th, concerning which the Charles- 
ton Gazette says: 

“The court pointed out the desirability of 
expediting final action in the controversy 
which involves the gas rates paid by resi- 
dents of more than a score of municipalities 
in southern West Virginia, in advising the 
parties to the case that they might file briefs. 

“Prior to opening of the arguments, C. E. 
Nethken, member of the public service com- 
mission, filed with the court a minority memo- 
randum giving his reason for dissenting from 
the rate increase findings of Chairman I. 
—— Coffman and Alex M. Mahood, mem- 
er. 
“Nethken placed a valuation of $8,484,899 
upon the company’s property as assignable to 
West Virginia as compared to $12,200,000 
fixed as the rate base by the majority opin- 
ion of Commissioners Coffman and Mahood. 
Nethken stated it was his opinion that a 7 
per cent return ‘is reasonable at this time,’ 
while the majority opinion had allowed a 
return of 8 per cent. 

“Final arguments before the appellate court 


were made by Paul W. Scott of Huntington, 
representing the protestants. In concluding 
his arguments for the appeal and a suspen- 
sion of the new increased gas rates allowed 
the company by the public service commis- 
sion, he referred to ‘a period of economic 
change, perhaps depression’ and said the final 
decision in the case is ‘vastly more important 
to the public than to the company.’ 

“Harold A. Ritz, in the final argument for 
the company, expressed the opinion that a 
return of 8 per cent upon the company’s val- 
uation, provided by the new rates, ‘is not a 
fair return.’ The peak of the company’s pro- 
duction, he said, was reached in 1917, and 
since that time the cost of producing gas has 
increased yearly. In support of his conten- 
tion he said originally the rock pressure be- 
hind gas taken from the wells was sufficient 
to force it through the pipe lines. Decreasing 
supplies of gas in the wells, he said, neces- 
sitated the use of artificial pressure to force 
the flow through the pipe, and brought about 
the construction of compressor station which 
gradually had to be increased in power to 
maintain the required flow. 

“The company, he said, should be granted 
a rate of return ‘not just enough to keep 
from confiscating the property, but looking 
into the future,’ and predicted that in a short 
period of years the natural gas supply would 
be exhausted.” 


y 
Wisconsin 


Revision of State Utility Laws 
Will Be Attempted 


A’ this session of the Wisconsin legisla- 
ture revision of the state’s utility laws 
will again be attempted, says the Milwaukee 
Sentinel. One of the chief points in the pro- 
posed program is legislation to open the field 
for public power districts. The League of 


183 


Wisconsin Municipalities and the socialists 
— progressives will back the power district 

il, 

An attempt was foreseen to overhaul the 
entire machinery of utility regulation. It is 
pointed out that the chief business of the 
railroad commission now is regulation of 
utilities other than railroads and a revision 
might also bring a change in title for that 
department. 




















The Latest Utility Rulings 








Intrastate Rail Rates Fixed by a Federal Board Are Restrained 


The state of Florida and the mem- 
bers of its railroad commission 
brought suit in Federal district court 
to restrain the enforcement of an or- 
der of the Interstate Commerce Com- 
mission which purported to fix certain 
intrastate rates of the Atlantic Coast 
Line Railroad Company. The rates 
dealt with shipments of timber between 
certain Florida points. The supreme 
court, in sustaining the state commis- 
sion and reversing an order of the dis- 
trict court, conceded that the Interstate 
Commerce Commission had the power 
to increase intrastate rates that were 
so low as to constitute unjust discrimi- 
nation against interstate commerce, 
even though the existing rates were 
not fixed by the state commission and 
were not the result of any action on 
the part of the state. The court ruled, 
however, that the Interstate Commerce 
Commission did not have the power to 


establish intrastate rates to apply gen- 
erally throughout a state, because of 
alleged discrimination against inter- 
state commerce where there was no 
evidence or findings as to revenues 
which had been derived by the carrier 
and as to the revenue that could be rea- 
sonably anticipated under the new rates. 
The court pointed out that the purpose 
of the Federal board’s power to adjust 
intrastate rates which discriminate 
against interstate commerce was to se- 
cure from the intrastate traffic a fair 
proportionate share of the cost of gen- 
eral operation by the carrier so as to 
avoid an undue burden on interstate 
commerce. Whether such a condition 
existed could not be ascertained in the 
absence of findings as to the revenues 
obtained from the traffic involved in 
the rate controversy. Florida et al. v. 
United States et al., Nos. 16, 17, and 
18. 


7 
Intrastate Rail Rate Valid until Ruled Upon by Federal Board 


The Federal district court refused to 
grant a railroad company an injunction 
to restrain the enforcement of alleged 
discriminatory intrastate rates fixed by 
the Montana commission, in the absence 


of findings on the question of discrimi- 
nation by the Interstate Commerce Com- 
mission. Northern Pacific Railway Co. 
et al. v. Montana Board of Railroad 
Cowm’rs. et al., No. 692, 44 F. (2d) 243. 


7 
Rules of Southeastern Telephone Company Approved 


The Alabama commission has ap- 
proved, with minor modifications, rules 
and regulations filed by the Southeast- 
ern Telephone Company applicable to 
its operations in the state of Alabama. 
One interesting statement in the com- 
pany’s schedule was as follows: “A 
telephone company does not undertake 
to furnish any desired class of service 
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at any desired location, nor does it un- 
dertake to extend its plant to remote 
sections where such extension is not 
warranted by public necessity as distin- 
guished from personal desire, except 
where protection is afforded.” Other 
portions of the schedule followed the 
customary routine. Re Southeastern 
Telephone Co. (Ala.) Non-Docket 638. 
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Commission Lacks Power to Award Rail Rate Reparation 


Although an Indiana statute author- 
izes the commission of that state to 
award damages for the violation of 
laws prescribing its duties and powers, 
the appellate court has held that the 
commission does not have authority to 


award reparation to a shipper for al- 
leged excessive and unlawful freight 
charges. American Foundry Co. v.' 
Chicago, Indianapolis & Louisville 
re Co. et al., No. 13839, 173 N. 
E. : 


e 


Low Rates of a Former Utility Operator Are Not Binding 
on Its Successor 


A complaint was made by forty tele- 
phone subscribers of Buffalo, Missouri, 
against the reasonableness of rates 
charged by the new owner of the ex- 
change in that city. These rates were 
authorized by the commission for the 
company that formerly owned the ex- 
change which, for reasons of its own, 
did not put them into force. The com- 
plaint was based upon the assumption 


that the former owner must have real- 
ized a satisfactory profit from the lower 
charges, and that the owner, not having 
increased the quality of the service, 
must be reaping an excessive rate of 
return. The commission was unable to 
agree with this contention and the com- 
plaint was dismissed. Ferguson et al. 
v. Missouri Standard Telephone Co. 
(Mo.) Case No. 7203. 


Logical Electrical Territorial Areas Enforced 


In passing upon the competitive ap- 
plications of two electric companies for 
authority to construct and operate an 
electrical transmission line in Lafayette 
county, Missouri, the commission of 
that state granted the application of 
that utility whose existing service terri- 
tory was logically supplemental to the 
area requested. The commission said 
that a utility should not attempt to 
pierce an open space that may exist in 
the territory surrounded by another 
utility, but that the utility should keep 


before it the fact that wherever it is 
possible to block out territory with the 
view of eventually serving the territory 
with a system approaching a network 
effect, such a policy will be more in the 
interest of the public than to build an 
extension into a territory which opens 
but very little opportunity to build it 
into a network system that can be sup- 
plied from more than one source of 
electricity. Re Kansas City Power & 
Light Co. et al. (Mo.) Case Nos. 7185, 
7215, 7348. 
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Traction Abandonment to Avoid Paving Cost Permitted 


An application of the Lincoln Trac- 
tion Company for authority to abandon 
street car service on several of its lines, 
and to substitute busses therefor in a 
portion of the abandoned territory has 
been approved by the Nebraska com- 
mission, notwithstanding the admitted 
inconvenience that will result to a con- 


185 


siderable number of Lincoln residents. 
The commission said that it was forced 
to grant the application because it 
would be impossible for the company 
to assume its share of the paving cost 
that will be required if the track is to 
be located in certain streets that are 
now included in a city paving program. 











The company has suffered severe losses 
as a result of ordinary operations, and 


such a forced contribution at this time 


e 
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would be a final blow that would drive 
the company into receivership. Re Lin- 
coln Traction Co. (Neb.) No. 8652. 


Consolidation of Utilities under Common Control Approved 


In approving of the application of the 
Pennsylvania Telephone Corporation to 
acquire all the capital stock of the Che- 
mung Telephone Company, Johnstown 
Telephone Company, Petroleum Tele- 
phone Company, and the Western 
Pennsylvania Telephone Company, af- 
ter such subsidiaries had absorbed 
other local telephone companies, includ- 
ing the Sugar Creek Telephone Com- 
pany and the Crawford and Venango 
Telephone Company, the Pennsylvania 
commission said that there can be no 
serious objection to the consolidation 


of a number of telephone properties 
which are already jointly owned and 
controlled, and which are handled as 
one unit for administrative purposes. 
On the contrary, it was held that pub- 
lic service and convenience is in every 
way advanced by the unification of 
these separate entities, which are not 
competitive and which can be handled 
most advantageously in the larger units 
made possible by the consolidation. 
Re Pennsylvania Telephone Corp. (Pa.) 
Application Docket Nos. 22844, 22946, 
23080, 23087-23092. 
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A Ten-Cent Phone Rate for Hotel Room Service Is Banned 


Under a contract made in 1911 be- 
tween Hotel Pfister and the Wisconsin 
Telephone Company, a charge of 5 
cents per message was paid by the hotel 
for outside connections to its private 
exchange switchboard. The hotel com- 
pany retailed this service to its patrons 
through instruments in each guest room 
at the rate of 10 cents per message. 
The telephone company threatened to 
discontinue service if the hotel com- 
pany did not reinstate the 5-cent rate 
to its guests. The hotel company 
brought suit for an injunction to re- 


strain the telephone company from such 
discontinuance. The court dismissed 
the complaint in view of the fact that 
the railroad commission of the state 
had fixed a rate of 5 cents for such 
calls. The court held that the commis- 
sion had authority to fix such a rate for 
hotel room service and that the tele- 
phone company was within its rights 
in refusing to render service to a patron 
who did not conform to the rates estab- 
lished by the commission. Hotel Pfister 
v. ~ isconsin Telephone Co. 233 N. W. 
617. 
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Substitution of a Standard Form of Franchise 


The New York commission approved 
of a petition of an electrical utility for 
the substitution of a standard form of 
franchise for operations in the town of 
Amenia (Dutchess county), as being in 
the interest of simplicity and uniform- 
ity. Because the company introduced 
into evidence a copy of a letter sent by 


it to the town clerk, surrendering and 
abandoning all rights under the old 
franchise, the commission said the usual 
clause in its approval requiring further 
action on the part of the company to 
complete the abandonment would be un- 
necessary. Re New York State Electric 
& Gas Corp. (N. Y.) Case No. 6456. 


Note.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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The Scranton Water Rate Controversy Is Decided 


NE of the most interesting and un- 
O usual battles between a utility and 
its consumers has come before the 
Pennsylvania commission in the case of 
the city of Scranton v. Scranton Spring 
Brook Water Company. To say that 
the case has had a stormy history would 
be putting the matter mildly. The re- 
lations between this utility and its con- 
sumers have become at times so bitter 
that acts of violence by organized and 
indignant, but otherwise presumably up- 
right citizens, have been committed 
against the company’s property. 

Hot lead has been poured down stop- 
cock boxes to prevent the cutting off of 
service for nonpayment of bills. Meter- 
men and other employees attempting to 
carry out the instructions of their util- 
ity superiors have been chased and, in 
at least one instance, arrested by sympa- 
thetic municipai authorities. Meetings 
have been held and situations have 
arisen that so closely approached public 
rioting as to result in an injunction 
being granted by the court of Luzerne 
county to prevent interference with the 
water company’s operations. 

What circumstances were there to 
cause this utility’s public relations to 
come to such an unfortunate pass? 
Possibly a recital of the temporary rates 
approved by the Pennsylvania commis- 
sion for residential service on Decem- 
ber 21, 1928, will give some clue. They 
were as follows for “Flat rates and 
charges for domestic, commercial, in- 
dustrial, and public service” : 


Sink including one hot and one cold 
water faucet, per annum ........... 
Faucet, each additional, per annum... 5 
First bath tub or shower, per annum.. 5 
First water closet, per annum ........ 
Sprinkling hose (not to exceed 50-foot 
ROED We QOD oid ine cesceacses 


It will be seen from this table that 
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an annual water bill for a modest 6- 
room house might amount to $40 or 
more, which is a good deal of money to 
pay for domestic water service in these 
days. Added to this is the economic 
depression that has overshadowed the 
coal-mining regions of Pennsylvania 
for the last few years. The net result 
was organized opposition. The citizens 
refused to reason. They felt that they 
could ill afford to pay for their water 
supply, and that alone seemed an out- 
rage. Inject into such a situation just 
a touch of political agitation and mu- 
nicipal ownership propaganda and it is 
not difficult to foment open rioting. 

What had the company to say? They 
showed to the commission that they 
were operating under natural difficul- 
ties peculiar to that region. Because 
coal is everywhere, by the same token 
water in that neighborhood is every- 
where polluted with the dust of the 
black diamonds. It was necessary for 
the utility to exercise unusual foresight 
and to make courageous outlays of capi- 
tal to unite service in surrounding com- 
munities into a composite system to the 
end that a single, ample, and untainted 
supply could be obtained. 

To secure such a supply, it has been 
necessary for the company to go to 
areas where no coal exists. Such 
water shed areas consequently have a 
special value which is reflected in their 
market price. Such value must by law 
be taken into account in estimating the 
rate base upon which the utility is en- 
titled to charge rates calculated to yield 
a fair return over and above operating 
expenses. The result was high rates. 

This is probably an extreme situa- 
tion, but it shows the difficulty under 
which a utility labors in attempting to 
explain to its patrons generally reasons 
for abnormally expensive operations— 
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reasons, which may be so technical as to 
require the unbiased judgment of a 


fairly well-informed audience. It is 
one of the tasks of a utility by the 
patient exercise of a liberal public rela- 
tions policy to inculcate such a state of 
mind among its own patrons. 

In this case the utility was unfortu- 
nate enough to ask for rates somewhat 
higher than those to which the commis- 
sion ultimately decided it was entitled, 
and even they were, indeed, high enough 
for the pocketbook of the average 
Scranton or Wilkes-Barre citizen. 

The rates originally requested by the 
utility were calculated to yield a return 
of 7 per cent on a value of slightly 
less than $45,000,000. The utility fur- 
ther claimed an actual fair value of 
$54,000,000. In its preliminary order 
on December 21, 1928, the commission 
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reduced these rates by $245,000 in esti- 
mated annual revenue. 

In its more recent order, the commis- 
sion has passed upon the value of the 
utility’s property in detail and arrived 
at a fair value of $43,650,000, upon 
which rates calculated to yield a 7 per 
cent return will require an annual reve- 
nue of $4,219,333. 

New rates to conform with these 
findings will cut the annual revenue re- 
ceived under the temporary rates by an 
additional amount of $259,967. The 
company was ordered to rebate with 6 
per cent interest all amounts collected 
in excess of the new rates. The total 
reduction is to apply to domestic con- 
sumers. There were seventy parties 
formally complaining against the util- 
ity, including fifty-nine municipal cor- 
porations. 


The Division of Toll Revenue between Local and Long- 
Distance Telephone Companies 


OR a number of years the division 
F of toll revenue between the local 
telephone exchange where a message 
originates and the long-distance com- 
pany handling the call has been a highly 
controversial question in telephone rate 
cases. 

This is especially true where the local 
company is controlled through its inter- 
corporate relations with the long-dis- 
tance, and since the telephone industry 
is the most highly consolidated of all 
utility industries, this simply means that 
the situation is likely to arise in the 
majority of cases. The reason why toll 
revenue division is scrutinized between 
related companies more than between 
unrelated companies is because of the 
anxiety on the part of local subscribers 
lest the controlling company divert more 
than its share of the funds from the 
coffers of the subsidiary. 

The Wisconsin commission has re- 
cently considered this question in a very 
thorough fashion. It has arrived at the 
conclusion that such anxiety is usually 
groundless for the simple reason that 
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the local subscribers would be little 
better off as to their own rates even if 
the local company’s share of the toll 
revenue were increased. This opinion 
occurred in the application of the Wis- 
consin Telephone Company to increase 
its rates at its Marinette exchange. We 
could not improve upon the clear and 
concise language of the commission’s 
opinion. It states in part: 


“The representatives of the city dwelt at 
some length upon the division of revenue 
between the local exchange and the toll 
system, attempting to show that some pro- 
portion of the toll revenue should be cred- 
ited to the local exchange. However, the 
present method of accounting has been ex- 
amined and approved by the commission in 
the past and we can see no occasion for 
a change. Under the present method the 
fixed rental of the local subscriber is just 
what it would be if his local exchange were 
isolated and he has the advantage of know- 
ing that, if occasion should arise, he can 
call distant points, at no additional cost 
except as he uses the toll service. If, as 
the city advocates, a proportion of the toll 
revenue were credited to the local exchange 
this would have to be done for all ex- 
changes in the state and, since the toll sys- 

















tem does not show excessive earnings, 
there would then be two alternatives. One 
would be to assess against each local ex- 
change a corresponding proportion of the 
investment and expenses of the toll system 
which would nullify the benefit of the addi- 
tional revenue. The other would be to in- 
crease the toll rates and if this were equita- 
bly done it would increase the toll revenue 
from a given exchange by the same amount 
as was credited to it. Neither alternative 
would reduce the total burden to be borne 
by the subscribers of the exchange in ques- 
tion but at the most only shift a larger 
proportion onto the subscribers actually 
using toll service. Since, as pointed out 
above, these subscribers are already carry- 
ing the costs of the toll system in addition 
to paying their share of the local exchange 
costs, while the subscribers not using the 
toll system have, at no cost, the advantage 
of the right of being connected to it, such 
a shift would be uncalled for.” 


Incidentally, the commission ap- 
proved in this case of the payment by 
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the Wisconsin Company of .6 of one 
per cent of its gross receipts to the 
American Telephone and Telegraph 
Company under its so-called “license 
contract.” The application for in- 
creased rates was approved. 

Another interesting point in this case 
was the conclusion of the commission 
as to the effect of a rate increase upon 
telephone service. The company had 
assumed, in making its estimate of in- 
creased revenue, that a substantial num- 
ber of subscribers taking two-party 
service would drop down to the cheaper 
four-party service. The commission 
said that it had had occasion to check 
such estimates in connection with other 
cases and had found very little evidence 
of any substantial tendency toward a 
lower class of service as a result of 
rate increases. 


& 
Another Bell Telephone Rate Case Is Decided 


| ee many of the other state Bell 
cases, the Ohio Bell Telephone 
litigation has been exceedingly pro- 
tracted. It started in 1923 when the 
newly consolidated system, operating as 
a unit under the Ohio Bell Telephone 
Company, filed new schedules for many 
of its exchanges. In 1924, the Ohio 
commission ordered all these cases to 
be consolidated into a state-wide case. 
In 1925, the commission started its val- 
uation activities. In 1927, just when 
the stage seemed set for a fixing of 
value, the attorney general asked for a 
reopening of the case for further valua- 
tion evidence. Since that date, the case 
has dragged on with the hearing of 
much testimony and rebuttals by both 
the company and the municipalities. 
The total population served by this 
company, according to 1920 census 
figures, was 2,650,000, not counting 
rural patrons. The Ohio commission, 
in its recent decision, found the total 
present value of its physical proper- 
ties to be $82,891,851. Added to this 
was an allowance of $14,298,844 for 
undistributed construction expenses, 
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$3,592,040 for going value, and $3,- 
500,000 for working capital, making a 
total rate base of $104,282,735, upon 
which a 7 per cent return will be al- 
lowed. 

The commission took a rather inter- 
esting position on the matter of “going 
value.” Apparently, it concludes, that 
going value for a telephone company is 
in a different class from going value 
for a utility service less universally 
patronized. The commission’s appraisal 
expert had figured going value at 10 
per cent of physical value, which would 
amount to somewhat in excess of eleven 
million dollars. The commission’s opin- 
ion stated : 


“Mr. Hagenah’s testimony and the testi- 
mony of the other engineers, except Allens- 
worth, has been based upon the theory 
that after the physical reproduction of the 
plant, it would be necessary for the com- 
pany, in order to attach a profitable busi- 
ness to the bare bones of the structure, to 
do many things which the commission does 
not believe would in fact be necessary. 

“The new plants theoretically recon- 
structed would not be required to begin 
operations in territories where the tele- 
phone and its advantages would be an un- 






























known and strange instrument as it was 
forty years ago. There would be, await- 
ing the completed plant, not only a will- 
ing, but an anxious public, seeking connec- 
tion. 

“Neither can we conceive that the situa- 
tion would require a long and expensive 
education of operatives. There would be 
many qualified operators willing and anx- 
ious to take service. These, it is true, have 
been educated to a large extent through 
their former connection with the telephone 
business where their services were pre- 
sumably, during that time, paid for by the 
company receiving the benefit of the same. 
This cost was chargeable against the oper- 
ating expense account and should not be 
charged as an acquisition of capital.” 


Although the valuation fixed by the 
commission cuts the figure claimed by 
the company by more than forty mil- 
lion dollars, it is still twenty million 
more than the amount claimed by the 
state, and Attorney General Gilbert 
Bettman is apparently not yet satisfied. 
He is in a peculiar position. Although 
by law he is supposed to represent the 
commission, he is also acting in this 
case for the solicitors of Cleveland, 
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Cincinnati, and other protesting cities. 
In a statement to the press on Janu- 
ary 14, 1931, he said in part: 


“Without having had opportunity to 
make an extensive analysis of the finding, 
1 note, for example, that the commission 
adopted the highest percentage for general 
overheads which was testified to in the 
case, namely, 172 per cent, which was in 
excess of the amount claimed even by the 
company’s witnesses. It must not be for- 
gotten that one per cent in a case such as 
this, means a million dollars in value. 

“Furthermore, the commission has ap- 
parently accepted the prices paid by the 
Ohio Bell Telephone Company to the West- 
ern Electric Company for all materials. 
It has been our contention that, since these 
companies are both owned by the Ameri- 
can Telephone and Telegraph Company, the 
prices paid by the one to the other should 
be the subject of scrutiny to determine 
their fairness and evidence was adduced to 
show the wide margin of profits to the 
Western Electric Company on many items 
of equipment. Apparently the commission 
has accepted without question all Western 
Electric prices, disregarding the views so 
recently expressed by the Sacsens Court 
of the United States in the case of Smith 
v. Illinois Bell Telephone Company.” 


& 
A Move to Make the Press a Public Utility 


N™ YorK newspapers, that have 
adopted editorial attitudes very 
much opposed to privately owned pub- 
lic utilities, may wake up some morn- 
ing and find themselves in the same 
position as those they profess to criticize 
if the Hayes bill introduced at Albany, 
January 13, 1931, becomes a law. This 
bill, which is patterned after certain 
provisions of the existing Public Serv- 
ice Commission Law, would make all 
press associations and feature syndi- 
cates engaged in gathering or distribut- 
ing material to newspapers public utili- 
ties subject to the regulation of the 
New York commission. 

This move may strike some as being 
amusing, and brother journalists from 
other states may engage in a great deal 
of friendly joshing about the “utility” 
status of the Hearst or Scripps-Howard 
organizations. Nevertheless, the New 
York Sun reports the new proposal as 
having considerable support at Albany, 
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including the aid of the State Federa- 
tion of Labor. 

This bill, introduced by Assembly- 
man John P. Hayes, grew out of the 
attempt of certain striking printers two 
years ago to establish a newspaper of 
their own. Their project failed when 
they were unable to compete success- 
fully with the regular dailies, because 
they could not get any of the large wire 
services. Under conditions now exist- 
ing in the newspaper industry, it is vir- 
tually impossible for the organizer of 
a new paper to secure such wire serv- 
ices without buying out the franchise 
contract held by an established organ. 

Yet, novel as the idea may seem, it 
is quite possible that the courts may 
uphold a law to regulate press service 
as a public utility. The lawyers call a 
public utility a “status,” but strictly 
speaking there is nothing either con- 
stant or characteristic about the attri- 
butes of known public utilities. 
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SEQUOIA NAT. PK. S. CO. v. SEQUOIA & GEN. GRANT NAT. PKS. CO. 


CALIFORNIA SUPREME COURT 


Sequoia National Park Stages Company 


Vv 


Sequoia & General Geen National Parks 
Company 


(Sac. 4308.) 
([— Cal. —, 291 Pac. 208.] 


Consiitutional law — Class legislation — Exemption of sight-seeing busses from 
regulation. 

A statute exempting from the requirement of obtaining certificates of con- 
venience and necessity from the Commission, bus operations by hotels or 
others for sight-seeing purposes, was held not to be unconstitutional as an 
arbitrary classification, in view of the relation of this exemption to public 
health in making the scenic beauty of national parks and other playgrounds 
as accessible to the public as possible. 


[August 1, 1930.] 


So" by a motor operator to restrain the operations of an- 

other motor carrier operating without a certificate of con- 

venience and necessity; lower court’s judgment in favor of the 
plaintiff reversed. 


a 


APPEARANCES: Thelen & Marrin, ship, has since July 20, 1927, been 





of San Francisco, O. K. Morton, of 
Riverside, Richard T. Eddy, of Los 
Angeles, and Karl A. Machetanz, of 
Exeter, for appellant; Gwyn H. 
Baker, of San Francisco, and Power 
& McFadzean and Power, McFad- 
zean & Crowe, all of Visalia, for re- 
spondent. 


SEAWELL, J.: Action for injunc- 
tion and damages. Judgment went 
for plaintiff for injunctive relief; 
damages disallowed. Defendant ap- 
peals. 

Plaintiff corporation, as the succes- 
sor of Overall & Askin, a copartner- 
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engaged as a common carrier in the 
transportation of persons and prop- 
erty for hire by automobile over cer- 
tain public highways of this state, in- 
cluding that portion lying between the 
city of Visalia and a point on or near 
the boundary line of Sequoia National 
Park known as Ash Mountain Park 
Headquarters and intermediate points 
under and by virtue of certificates of 
public convenience and necessity is- 
sued by the state Railroad commis- 
sion in accordance with the provisions 
of the Auto Stage and Truck Trans- 
portation Act, Statutes 1917, Chap. 
213, p. 330. The route above men- 
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tioned does not include the entire ex- 
tent of plaintiff's operations. By way 
of complaint it is alleged that defend- 
ant is and was at all times above men- 
tioned a corporation and has since 
May 20, 1926, engaged in the busi- 
ness of transporting persons and prop- 
erty as a common carrier for hire over 
a regular route and between fixed 
termini, viz., the city of Visalia and 
the westerly boundary line of Sequoia 
National Park and _ intermediate 
points, said points being upon and 
connected by the same highway over 
which plaintiff operates its auto stages 
and in competition therewith ; that de- 
fendant was not so engaged in said 
transportation prior to May 1, 1917, 
and that no certificate of public con- 
venience and necessity has ever been 
issued by the state Railroad Commis- 
sion authorizing defendant to engage 
in the business of a common carrier; 
that defendant is transporting persons 
and property at lower rates than plain- 
tiff is allowed to charge by reason of 
the fares and rates as fixed by the 
schedule of the Railroad Commission 
to which plaintiff is compelled to ad- 
here. Defendant admits that during 
the operating season of the Giant 
Forest Lodge Hotel and grounds 
within said Sequoia National Park, 
commencing May 25, 1926, and clos- 
ing September 26, 1926, it operated a 
hotel bus solely for the transportation 
of its guests, patrons, employees, and 
private uses from the city of Visalia, 
its nearest railroad connection, to 
Giant Forest Lodge by way of Exe- 
ter; alleges that during the hotel and 
outing season of 1927, commencing 
May 25, 1927, to and including July 
27, 1927—at which time it was dis- 
continued by an injunctive order ob- 
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tained at the behest of plaintiff—its 
only transportation operations were as 
a private carrier operating a hotel bus 
which also rendered a one-day con- 
tinuous sight-seeing service between 
said railroad stations, to wit, Visalia 
and Exeter, and said Giant Forest 
Lodge and grounds situate within said 
National Park. Defendant further 
insists that its service is exempt from 
the jurisdiction of the Railroad Com- 
mission by the provisions of § 1 (c) 
of the Auto Stage and Truck Trans- 
portation Act, Statutes of 1917, Chap. 
213, p. 330, as amended, and § 504, 
Chap. 42, p. 74, Statutes of 1927, 
which provide as follows: 

“The term ‘transportation com- 
pany,’ when used in this act, means 
every corporation or person, their 
lessees, trustees, receivers or trustees 
appointed by any court whatsoever, 
owning, controlling, operating, or 
managing any automobile, jitney bus, 
auto truck, stage, or auto stage used 
in the transportation of persons or 
property as a common carrier for 
compensation over any public high- 
way in this state between fixed termini 
or over a regular route and not oper- 
ating exclusively within the limits of 
an incorporated city or town or of a 
city and county; provided, that the 
term ‘transportation company,’ as used 
in this act, shall not include corpora- 
tions or persons, their lessees, trustees, 
receivers, or trustees appointed by any 
court whatsoever, in so far as they 
own, control, operate, or manage taxi- 
cabs, hotel busses, or sight-seeing 
busses, or any other carrier which 
does not come within the term ‘trans- 
portation company’ as herein defined.” 
(Italics ours.) Section 1 (c), p. 330, 
Stats. 1917, 
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“No passenger stage corporation 
shall hereafter operate or cause to be 
operated any passenger stage over any 
public highway in this state without 
first having obtained from the Rail- 
road Commission a certificate declar- 
ing that public convenience and neces- 
sity require such operation, but no 
such certificate shall be required of any 
passenger stage corporation as to the 
fixed termini between which, or the 
route over which, it is actually oper- 
ating in good faith at the time this act 
becomes effective in compliance with 
the provisions of an act known as 
Chap. 213, statutes of 1917, of the 
state of California, approved May 10, 
1917, and amendments thereto, nor 
shall any such certificate be required 
of any person or corporation who on 
January 1, 1927, was operating, or 
during the calendar year 1926 had 
operated a seasonal service of not less 
than three consecutive months dura- 
tion, sight-seeing busses on a continu- 
ous sight-seeing trip with one ter- 
minus only.” Section 50}, Chap. 42, 
p. 74, Stats. 1927. 

The defendant had operated its 
hotel and sight-seeing bus during the 
calendar year 1926 for a seasonal 
service of more than three months and 
was so operating during the year 1927 
when it was stopped three days before 
it had operated the entire period re- 
quired by law by injunction procured 
by plaintiff. 

The General Grant and Sequoia 
National Parks, respectively, are, by 
acts of Congress, government reserva- 
tions and contain vast areas of moun- 
tainous lands situate some distance 
easterly of the expansive valleys of 
Kern, Tulare, and Fresno counties 
and extend into the higher reaches of 


the Sierra Nevada Range; Mt. Whit- 
ney being visible in the distance. 
These parks are far-famed for their 
ruggedness and scenic attractiveness, 
which includes towering peaks and 
cliffs, deep canyons and gorges with 
precipitous walls of rock, snowfed 
streams, lakes, forests, and flora of 
rare interest. Within the boundaries 
of said parks grow the largest trees to 
be found on the earth, the Sequoia 
gigantea species, the largest of which 
is “General Sherman,” measuring 
more than 279 feet in height and 36 
feet in diameter at the base. Numer- 
ically thousands of mammoth trees 
of this family, most of which at- 
tain almost incredible heights, are 
grouped here and yon throughout 
said parks. The altitude of said 
park lands makes them most de- 
sirable vacation grounds during the 
summer season. { 

To the end that the natural wonder- 
ments and scenic beauty of the parks 
might be preserved in their original 
state and made accessible for the use 
and enjoyment of the public the Fed- 
eral Government withdrew said park 
lands from sale or purchase in any 
form, and inaugurated the policy by 
which said parks, remote from the 
larger centers of population of the na- 
tion, might be enjoyed by the public 
at a minimum cost by granting to in- 
dividuals or corporations certain 
rights and privileges of furnishing 
hotel and camping accommodations, 
supplies, and entertainment to guests 
and patrons for compensation, extend- 
ing over a period of years; the govern- 
ment, however, retaining and exercis- 
ing supervisory control over the entire 
subject matter. The contract in the 
instant case entered into by the Fed- 
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eral Government and defendant is for 
a term of twenty years. 

The above introduction is made in 
the interest of a better understanding 
of the relations and interests of the 
state and Federal Government and the 
parties in suit to the subject-matter of 
the action and, also, as furnishing an 
answer to the challenge offered by re- 
spondent to the constitutionality of 
the exemption clause of the Auto 
Stage and Truck Transportation Act 
1917, as amended, and also § 50}, 
Chap. 42, p. 74, Statutes of 1927, on 
the basis that the exemption of sight- 
seeing busses therein provided pre- 
sents no distinguishing characteristic 
which would constitute the basis for 
a constitutional distinction or natural 
or intrinsic distinction to justify said 
classification, and, therefore, is invalid 
as violative of §§ 11 and 21, article 1, 
state Constitution, and of the Fifth 
and Fourteenth Amendments to the 
Federal Constitution. 

For some years past it has been the 
policy not only of this state but of the 
Federal Government as well to pro- 
vide not only highways and means of 
access to these national parks and 
playgrounds but hotel, lodge, and 
other accommodations that the public 
may be maintained in comfort while 
there. As an aid in promoting its 
definite policy, the Federal Govern- 
ment has adopted the plan of making 
contracts with private persons and 
corporations to build and conduct 
hotels, lodges, and camping places 
therein for the accommodation of 
tourists, travelers, health and recrea- 
tion seekers, and the state has re- 
sponded by building highways and 
otherwise aiding the project. The im- 
portance as a public matter, of the 
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object sought to be accomplished ; the 
exceptional kind and character of 
service to be rendered ; the remoteness 
of location; the sparsely settled com- 
munities through which said auto 
busses are required to travel in order 
to connect with rail and other chan- 
nels of travel, and the shortness of the 
season in which said summer hotels 
and lodges, many of which are situate 
in the snow regions of the state, may 
be kept open to the public; and, doubt- 
less, many other considerations— 
might be urged as a sufficient reason 
for the exemption of hotel busses and 
sight-seeing motor vehicles used in 
that particular service from the bur- 
dens imposed upon those engaged in 
other kinds of transportations. The 
reasonableness of such classifications 
must of necessity rest with the legis- 
lature, and its decision in the premises 
will not be declared invalid unless it 
appears to be palpably arbitrary. Peo- 
ple v. Monterey Fish Products Co. 
(1925) 195 Cal. 548, 234 Pac. 398, 
38 A.L.R. 1186. Every presumption 
is in favor of the legislative act, and 
the legislative classification will not be 
disturbed unless it is palpably arbi- 
trary in its nature and neither founded 
upon nor supported by reason. Re 
Sutter-Butte By-Pass Assessment No. 
6 (1923) 191 Cal. 650, 218 Pac. 27. 
We find no substantial grounds upon 
which the exemption provision may 
be declared palpably arbitrary and, 
therefore, invalid. Many states of the 
Union have adopted a similar pro- 
vision. Plaintiff and respondent relies 
upon Franchise Motor Freight Asso. 
v. Seavey (1925) 196 Cal. 77, P.U.R. 
1926A, 630, 235 Pac. 1000, as con- 
clusive on the case at bar. There the 
truck operators referred to were en- 
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gaged exclusively in the movement of 
products or implements of husbandry 
and other farm necessities from farm 
to farm or between farms and loading 
points. Said operators claimed that 
they were exempt from the necessity 
of obtaining certificates of public con- 
venience and necessity by reason of 
the express provisions of Chap. 310, 
p. 644, Statutes of 1923, purporting 
to amend § 5 of the Auto Stage and 
Truck Transportation Act of 1917. 
This court found as a fact that the 
exemption from regulation of said 
operators was a detriment, rather than 
a benefit to the farmers for whose sup- 
posed immediate benefit the exemption 
was specifically designed, as well as a 
detriment to the public generally, and 
would be of benefit solely to the par- 
ticular class of transportation so ex- 
empted. 

No such case is presented by the 
facts of the instant case. The opin- 
ion, it is true, does state that if the 
provision was designed for the bene- 
fit of the farmers and if it may con- 
ceivably so operate, the weight of au- 
thority is to the effect that it is an 
unwarranted discrimination. The de- 
cision then proceeds upon, and cites 
cases in support of the proposition 
that such legislation with respect to 
fruits and farm products is in re- 
straint of trade, and climaxes its 
argument with the following illustra- 
tion taken from Connolly v. Union 
Sewer Pipe Co. (1902) 184 U. S. 
540, 563, 46 L. ed. 679, 22 Sup. Ct. 
Rep. 431. 

“. . that if combinations of 
capital, skill, or acts, in respect of the 
sale or purchase of goods, merchan- 
dise, or commodities, whereby such 
combinations may, for their benefit 


exclusively, control or establish prices, 
are hurtful to the public interests and 
should be suppressed, it is impossible 
to perceive why like combinations in 
respect of agricultural products and 
live stock are not also hurtful.” 

The law as applied to the facts con- 
sidered in the Franchise Motor 
Freight Association Case does not 
present a situation analogous to the 
instant case, as the statement of this 
case in addition to that which has al- 
ready been set forth will develop. As 
above noted, similar exemption pro- 
visions are to be found in the statutes 
of other states. 

The evidence does not present any 
serious conflict on material questions 
of fact, and hence the question pre- 
sented is one of law alone. The three 
alleged violations on the part of de- 
fendant of the act under which it 
claims the right to operate its hotel 
and sight-seeing busses, which are of 
little significance, will later be briefly 
mentioned. 

Since the contract made with the 
Federal Government in 1926 the de- 
fendant operated daily during the 
season a particular motor type eleven- 
passenger bus equipped and fitted for 
mountain traffic. Said bus served the 
dual capacity of a sight-seeing and 
hotel bus, carrying guests and tourists 
from two railroad stations, to wit, 
Visalia and Exeter, seven or eight 
miles apart. Both stations are on 
transcontinental lines of the Southern 
Pacific and Atchison, Topeka & Santa 
Fé Railroads. Said stations are points 
at which tourists intending to visit the 
Sequoia or General Grant National 
Parks detrain for the journey by auto- 
mobile transportation into said parks. 
The state highway leads from Vis- 
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alia in an easterly and northeasterly 
direction by way of Exeter to its ter- 
minus at Ash Mountain Park Head- 
quarters, the gateway to the park, a 
distance of approximately forty-three 
miles. From the gateway to the hotel 
or lodge the way is over Federal 
roads, a distance of 18 miles. The 
Federal Government does not allow 
plaintiff’s auto stages to enter the park 
grounds, hence the gateway is its ter- 
minus. Such passengers as it may 
carry destined for the hotel and 
grounds were carried by defendant 
from Ash Mountain Park head- 
quarters to the hotel, it would seem 
without charge. The hotel and sight- 
seeing bus daily left the Southern Pa- 
cific station at Visalia at 8:35 a. M., 
and the Atchison, Topeka & Santa Fé 
station at 8:40 a. m., and the South- 
ern Pacific station at Exeter at 9: 30 
A. M., and arrived at Giant Forest at 
12:05 p. m. It left Giant Forest on 
the same day on its return trip at 3:55 
P. M., arriving at Exeter at 6: 30 P. M. 
and Visalia at 7 Pp. M. Visalia was the 
initial starting point. The plaintiff’s 
stages made the same train connec- 
tions. No active soliciting was done 
by the defendant’s driver at said sta- 
tions. Its bus was lettered indicating 
its destination. All charges, fares, 
rates, and services proposed by the de- 
fendant are subject to the approval of 
the Secretary of the Interior. Its 
tickets were sold only by its drivers 
at the following prices in 1926: 
Sight-seeing ticket from Visalia or 
Exeter (railroad stations) to Giant 
Forest and return, the round trip to 
be made in one day, no stop-over or 
extension allowed, $11; hotel ticket 
and transportation from Visalia or 
Exeter to Giant Forest and return, in- 
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cluding three meals and one lodging 
at Giant Forest, $17. The same class 
of ticket was sold for additional meals 
and lodgings at extra charge of $6 
per day. The hotel charge for 1927 
was reduced to $5 per day. Tickets 
partially used had no redemption 
value. Forty pounds of baggage were 
carried free on each ticket. A motor 
tour of Giant Forest with a lecturing 
escort left Giant Forest Lodge at 1 : 30 
P. M., returning at 3:30 p. mM. The 
fare charged for this trip was, four 
or more persons, $2 each. The sight- 
seeing bus, after making its trip 
through the park, returned to the rail- 
road stations to connect with trains 
passing both ways. The sight-seeing 
tickets, which were sold for $11, 
called for one continuous trip only on 
the day presented. 

The bus schedule was so timed as to 
permit connection with railroad trains 
arriving in the morning and departing 
in the evening, allowing sufficient time 
in the park for sight-seeing. Both 
Visalia and Exeter were arrival and 
departure stations. The bus tickets 
carried at $5 hotel credit and each 
coupon was treated as $5 in cash in 
payment for hotel accommodations. 
Guests who came as bus passengers 
stayed at least one night and many 
stayed longer. The proof shows that 
all coupons attached to hotel bus 
tickets came back through Grant 
Forest Lodge as accounted for in 
hotel service. The driver of the hotel 
bus was instructed to take no pas- 
sengers except those who wanted 
either hotel bus service or sight-seeing 
service and had purchased the appro- 
priate ticket for such service. The 
uncontradicted testimony of the driver 
is to the effect that he never carried 
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one-way passengers destined for inter- 
mediate points between Visalia and 
Exeter or between either of said points 
and the park. He daily refused to 
carry passengers who had purchased 
through railroad tickets to the park 
by way of plaintiff’s line. No through 
service arrangements were made by 
defendant with either of said railroad 
companies for the reason that it did 
not regard itself a common carrier. 
Defendant transported no merchan- 
dise other than its own supplies and 
no persons other than hotel guests 
and sight-seers, who in each instance 
had purchased tickets, except its own 
employees. 

The claim is made by plaintiff that 
the transportation of persons and 
property is the real business in which 
defendant is engaged and the manage- 
ment of the hotel lodges, camps, and 
recreation grounds is but a second- 
ary enterprise, in fact a subterfuge 
set up to obscure the true purposes of 
defendant. It is also contended that 
there is no scenery of interest along 
the route until the lodge is practically 
reached. This contention cannot be 
sustained upon the record before us. 
The whole route from Visalia may be 
said to be one of varying scenic inter- 
est to those who are strangers to the 
topography and scenery of California. 
It is laid through a portion of the 
foothill citrus fruit and vineyard lands 
of Tulare county in the Kaweah river 
district and leads with ascending grade 
upon the Sierra Nevada range. Be- 
tween the park entrance and the lodge 
near by the road is located the famous 
Moro Rock, said to be the largest 
monolith of the Sierra Nevada chain, 
from the top of which a panoramic 
picture of the valleys and lowlands 


stretches beneath. Other points of 
interest are to be noted upon the map 
and folders of the national park, the 
former being published by the Depart- 
ment of the Interior and circulated by 
the defendant. Neither the folders 
and advertisements caused to be pub- 
lished at the direct instance of the de- 
fendant nor the separate publications 
made by the overland railroads as to 
the mode of gaining access to the 
park, the circulation of which was 
helped by the defendant, fairly sup- 
port the conclusion that either or both 
amount to satisfactory proof that the 
major business, object, or purpose of 
the defendant was that of a common 
carrier or anything more than an in- 
cident to proprietorship and manage- 
ment of such a resort as defendant 
conducts. A hotel or resort depend- 
ent upon conditions as they exist at 
Forest Lodge which did not provide 
some convenient and suitable means 
of conveying travelers who are with- 
out the advantages of private automo- 
bile service, and their baggage, from 
railroad stations to its place of busi- 
ness in conformity with the existing 
custom, would run the risk of losing 
prestige and finally its business. Be- 
cause it does so is by no means proof 
that the transportation service is its 
major service unless there be proof 
more persuasive than has been pre- 
sented in the instant case that it is 
guilty of bad faith. The objection or 
criticism that the route is not shown 
to be uniformly attractive throughout 
its entire length, if held to be sound, 
would put an end to sight-seeing 
transportation. Such routes must 
have a starting point and portions of 
the route must necessarily prove un- 
attractive to many persons. The case 
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as made supports but one reasonable 
conclusion, to wit, that the proprietors 
of the park by virtue of their contract 
with the government were engaged in 
conducting an hotel, lodges, and camp- 
ing grounds and in providing enter- 
tainment for the accommodation of 
the public and the bus arrangement 
was but a means of bringing persons 
to the park who had no other means 
of transportation. 

We will now give brief attention to 
the three specific instances which 
plaintiff presented as indicative of the 
status of a common carrier. One was 
the case of two lady teachers of Vi- 
salia who wished to camp in the park 
for a few days. They understood the 
rate to the park and return was $11. 
That was true only as to a sight-see- 
ing one-day trip. Corrected as to the 
fare being $16, if they did not make 
a one-day trip, they demurred to the 
hotel $5 charge, as they did not wish 
to take more than one or two meals 
there and did not desire to lodge there 
at all. They claimed that the driver 
told them the $5 hotel coupon could be 
used in the purchase of supplies at the 
store. The lady cashier at the hotel, 
upon whom they made a demand for 
a refund after eating two meals each, 
said, according to the teachers them- 
selves, that she had never heard of 
any such a plan and the proposition 
was new to her. The insistence by 
the ladies for a refund seemed to have 
caused some embarrassment to the 
management, but the matter was final- 
ly settled by a refund of $2.50 being 
made to each of said ladies. They 
remained in camp about a week and 
were patrons of the store. The driver 
of the stage testified that he had no 
recollection of telling any one that the 
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$5 hotel coupon would be honored at 
the company’s store, as it was con- 
trary to his instructions and that he 
told every one alike that the coupon 
was good “down at the lodge for 
three meals and a night’s lodging.” 
The next complaint involves the car- 
rying of a few packages of meat on 
two or three occasions as a matter of 
accommodation after the plaintiff's 
stage had departed from Visalia to 
Lemon Cove, for which no charge was 
made. The third and last was the cir- 
cumstance of a citizen of Lemon Cove 
who took passage on a sight-seeing 
bus at Visalia July 23, 1927, at about 
the time the complaint herein was 
filed. He testified that he went to the 
park to arrange for taking his family 
up later. He traveled on a sight- 
seeing ticket and returned the same 
day, but left the stage at Lemon Cove, 
although his ticket entitled him to a 
through ride to Visalia, the starting 
point. He was told at the lodge, upon 
inquiry, that his ticket would not be 
good for return passage the following 
day. The three specific acts above re- 
lated constitute the sum total of this 
class of alleged infractions and are too 
trivial to receive serious considera- 
tion. Viewed from the angle most 
favorable to plaintiff's case, they 
would not be sufficient to establish a 
system or design on the part of de- 
fendant to operate as a common car- 
rier by fraudulent practices. They are 
such acts as may infrequently occur 
notwithstanding the most scrupulous 
preventive efforts on the part of the 
management. It would be giving an 
overstrict, if not a harsh, construction 
to circumstances of doubtful proba- 
tive value to hold them sufficient to 
constitute a forfeiture of rights other- 


232 

















SEQUOIA NAT. PK. S. CO. v. SEQUOIA & GEN. GRANT NAT. PKS. CO. 


wise accrued under the statute. The 
fact that plaintiff wrongfully procured 
an injunction order preventing de- 
fendant from further operating its bus 
for the full statutory period of three 
months, three days prior to the expira- 
tion of said period, cannot be regarded 
as conferring an advantage upon 
plaintiff to the prejudice of defendant. 
Defendant was able, willing, and 
ready to and would have complied 
with the statute had it not been 
stopped by the legal machinery set in 
motion by plaintiff. 

It would appear from a reading of 
the statutes under which defendant 
asserted the right to operate its bus 
that it was clearly within the letter 
and intent of said acts. Its bus was 
kept overnight at Visalia, its initial 
starting point. It stopped at another 
nearby railroad station, Exeter, to 
take on guests or sight-seers and made 
no other intermediate stop until it ar- 
rived at the park entrance. Its trip 
was continuous, stopping but a few 
hours at the lodge where the hotel 
guests were discharged and the sight- 
seers were given an opportunity to 
rest for a time, eat lunch, and were 
returned on the same day in time to 
connect with outbound trains. It 
would be a technical and a too narrow 
construction to hold that this situation 
is not reasonably within the purview 
of said statutes. 

The operation of sight-seeing busses 
is common in various parts of the 
state, especially in the southern part 
of the state, where trips extend to the 
beach resorts and to places of amuse- 
ment and recreation. It is, therefore, 
not a new or novel question with the 
Railroad Commission. The facts pre- 
sented by the instant case are strik- 
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ingly analogous to the facts under- 
lying Motor Transit Co. v. Snell 
(1923) 23 Cal. R. C. R. 641 (anno.) 
P.U.R.1924E, 709, except that the 
instant case presents stronger reasons 
for exemption than appear in the case 
passed upon by the Railroad Commis- 
sion. The facts as found by the Com- 
mission, the primary body created by 
the Constitution to hear and determine 
questions of the kind presented by this 
proceeding, were that Snell operated 
a through trip excursion from Los 
Angeles to any resort selected by the 
patron in the San Bernardino Moun- 
tains. Coupon tickets were issued 
covering the round-trip transportation 
and meals en route and lodging or 
hotel accommodations at Big Bear 
Valley points for such periods as 
might be desired by passengers and in 
all cases covering at least one night’s 
accommodation. The price of the 
trip varied as to the particular resort 
and length of stay thereat desired by 
his patrons. Defendant transported 
no patrons without tickets, and the 
transportation received therefor al- 
ways included the value of meals en 
route and resort or camp accommoda- 
tions. No transportation of passengers 
from Los Angeles to San Bernardino 
Mountain points, or in the reverse 
direction, was ever made, patrons 
in all instances purchasing tickets 
for the full round trip, including 
meals and resort or camp accommoda- 
tions. No local passengers were trans- 
ported unless they held tickets with 
coupons thereon for meals and resort 
accommodations. The Commission 
found from the above state of facts 
that the defendant had not been en- 
gaged in the business of a transporta- 
tion company “as defined by para- 
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graph (c) of § 1 of Chapter 213, p. 
330, Statutes of 1917, as amended, in 
that all service rendered to his patrons 
has covered a touring trip in which 
meals and accommodations have been 
furnished as a portion of the items in- 
cluded in the value of the ticket; that 
no transportation had been furnished 
unless patrons purchased tickets for 
the entire trip, including meals and 
accommodations; and that defendant 
in good faith has furnished the char- 
acter of trip offered to his patrons 
and has assumed the cost of meals and 
accommodations which were fur- 
nished patrons using his service.” 
The conclusion was that the operation 
of defendant as complained of was not 
that of a transportation company as 
defined by the statute and the com- 
plaint was dismissed. Had said Com- 
mission laid hands upon the instant 
case before complaint was filed in the 
superior court of Tulare county, there 
can be but little doubt that its decision 
would have been the same as ours. 

It has frequently been observed by 
courts that all private business par- 
takes of the aspect of a public enter- 
prise, but that circumstance alone does 
not convert a private business into a 
public business. Frost v. California 
R. Commission, 271 U. S. 583, 70 L. 
ed. 1101, P.U.R.1926D, 483, 46 Sup. 
Ct. Rep. 605, 47 A.L.R. 457, con- 
siders at length the power of the state 
to compel a private carrier to assume 
against his will the duties and burdens 
of a common carrier and holds that 
the state does not possess such powers. 
If the defendant should be required to 
conform to the burden of a common 
carrier in order to serve its private 
business enterprise by meeting trains 
to transport its patrons to its place of 
business, its livelihood would, to say 
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the least, be seriously impaired. 
Doubtless it is for this reason that 
hotel and sight-seeing busses were ex- 
empted by the provisions of the stat- 
utes of 1927. The same vehicle was 
used in a dual service, which is not 
prohibited, and was owned, controlled, 
and managed by the corporation for 
whose use it was employed. A num- 
ber of findings are attacked by appel- 
lant as being either conclusions of law 
or unsupported by the evidence. 
While a number of them may be sub- 
ject to such criticisms as made by ap- 
pellant, we would not deem them suffi- 
cient of themselves to justify a re- 
versal if the main finding, No. 6, 
which contains the crux of the case, 
could be sustained by the evidence. 
We have read the entire record, in- 
cluding the transcript of the testi- 
mony, and are of the view that the 
exemptions provided by the statutes 
are valid and effective. 

It appears that after the complaint 
was filed in the superior court on July 
23, 1927, a similar proceeding was 
commenced on February 7, 1928, be- 
fore the state Railroad Commission. 
The matter was heard by the Commis- 
sion, a tribunal especially empowered 
to conduct such a proceeding, but no 
decision was rendered by reason of 
the pendency of this proceeding in the 
superior court. No question is raised 
as to the superior court’s jurisdiction 
by either party, and we are not called 
upon to enter into a discussion of the 
subject. No other questions require 
special consideration. 

Judgment reversed. 


We concur: Waste, C. J.; Shenk, 
J.; Richards, J.; Curtis, J.; Langdon, 
J. 

Rehearing denied August 28, 1930. 
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RE MARSHFIELD WATER, LIGHT & POWER CO. 


WISCONSIN RAILROAD COMMISSION 


Re Marshfield Water, Light & Power 
Company 


([U-4011.] 


Service — Single meter — Rural consumption. 
1. A rural consumer engaged in the single occupation of farming is entitled 
to have the entire consumption metered through a single meter regardless 
of the type of installation, as long as it does not exceed a capacity of 
10 K. V. A., p. 235. 


Service — Rural electrification — Change to single meter billing. 
2. A utility required to serve rural consumers whose installations did not 
exceed a capacity of 10 K. V. A. through a single meter, was not required 
to rewire all rural installations already having more than one meter, but 
was permitted to accumulate the readings for billings on all such installa- 
tions; the order for single meter service being restricted as to all installa- 








tions of new farm customers, p. 235. 
[November 7, 1930.] 
age regents order to a former decision of the Commis- 


sion authorizing rural rate adjustments for an electrical 
utility. 


By the Commission: [1, 2] In its 
decision dated September 29, 1930 
(P.U.R.1930E, 369, 373) the Com- 
mission authorized a revision in the 
rural electric rates of the Marshfield 
Water, Light & Power Company. 
The order provided a readiness-to- 
serve charge and an energy charge 
and contained the following para- 
graph: 

“Tt has apparently been the policy 
of the utility to distinguish between 
residential, commercial, and power 
rural customers and to apply the re- 
spective urban schedules to such serv- 
ice. This practice will not be dis- 
turbed at this time.” 

In order that no confusion will re- 
sult in the application of the order it 


was felt desirable to more clearly set 
forth the intention of the Commis- 
sion. 
Section 2 of the approved rural 
rules defines a rural customer as a 
“purchaser of electric service 
who can be adequately served from 
one transformer of not more than 10 
K. V. A. capacity, and who uses serv- 
ice in the conduct of one enterprise, 
occupation, or institution located out- 
side the limits of a city or village or 
community of similar characteristics, 
at such distance that it cannot be ade- 
quately served from the secondary 
lines of the local distribution system.” 
(Supra, at p. 370 of P.U.R.1930E.) 
A rural customer engaged in the 
single occupation of farming is en- 
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titled to have his entire consumption 
metered through a single meter and 
billed as a single rural customer, re- 
gardless of the type of installation, as 
long as he can be adequately served 
through a 10 K. V. A. or smaller 
transformer. Motors need not be in- 
stalled On a separate circuit and the 
readiness-to-serve charge would be 
applied once to his entire installa- 
tion. 

Where rural customers have been 
served in the past through more than 
one meter the utility is hereby author- 
ized to cumulate the readings for bill- 
ing farm users. We do not believe it 
is desirable at this time to require the 
necessary rewiring to allow metering 
the entire service through a single 


meter. All new farm customers, how- 
ever, should be instructed to arrange 
the wiring of the premises so that the 
service may be metered through a 
single meter. Rural customers, other 
than farm users, will still be metered 
and billed separately for the different 
classes of service received and the 
urban rates will be applied in accord- 
ance with the classes of service re- 
ceived. The readiness-to-serve charge, 
however, will be applied but once to 
each rural customer, even though he is 
receiving more than one class of serv- 
ice, providing the total installation is 
not in excess of 10 K. V. A. capacity. 
The urban residential lighting rate 
shall apply to the total consumption of 
the farm user. 





WISCONSIN RAILROAD COMMISSION 


John saan et al. 


Chicago, Miaidine. St. Paul & Pacific 
Railroad Company et al. 


[R-3857.] 


Commissions — Jurisdiction — Spur track on private right of way. 
1. The Commission has no jurisdiction directly over a spur track con- 
structed under private agreement entirely on private right of way, and 
crossing no streets or highways, p. 238. 

Commissions — Jurisdiction — Violation of zoning ordinance — Spur track. 
2. The Commission has no jurisdiction to prevent and prohibit the use of 
a spur track because it violates the zoning ordinance of a city, p. 238. 


Commissions — Duty to report law violation — City ordinances. 
3. City zoning ordinances do not come within the provisions of a statute 
directing the Commission to inquire into and report to the attorney gen- 
eral violations of the laws of the state by railroads and public utilities, or 
by their officers, agents, or employees, p. 238. 
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Procedure — Determination outside of pleadings — Prevention of litigation. 
4. A determination of the question whether public convenience or welfare 
required a spur track was made by the Commission, where the facts were 
before it and in the interest of the parties such a determination should be 
made in order to prevent unnecessary litigation, although the Commission 
was not asked in that proceeding to determine the question, p. 239. 


Commissions — Jurisdiction — Advantageous location of spur track. 
5. The Commission has no power to determine whether a spur track is 
located most advantageously in the public interest so long as it is entirely 
upon private property, p. 239. 

Commissions — Jurisdiction — Damages — Spur track construction. 
6. The Commission has no jurisdiction to make an award for damages 
to property adjoining a point where a spur track is constructed on private 
rights of way, nor has it power to determine the rights of the parties to 
the controversy, p. 239. 


{October 28, 1930.] 





pins complaining of violation of zoning ordinance by the 
construction of a spur track; dismissed. 


By the Commission: On May 26, 
1930, a petition, signed by John 
Tadych and forty-two others, was 
filed with the Railroad Commission 
alleging that a certain spur track had 
been constructed from the line of the 
Chicago, Milwaukee, St. Paul & 
Pacific Railroad to an industrial plant 
owned by the George H. Smith Steel 
Casting Company; that such spur 
track lies across territory zoned for 
residential purposes by the city of 
Milwaukee, and is in violation of the 
zoning ordinance of said city; and 
praying that the Commission prevent 
and prohibit the use of the said spur 
track as so constructed. 

A public hearing upon said petition 
was held at Milwaukee on August 8, 
1930, with the following appearances 
entered : 

George H. Smith Steel Casting 
Company, by Zimmers, Jackels and 
Zimmers, Mr. Jackels, Milwaukee; 
Chicago, Milwaukee, St. Paul & 
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Pacific Railroad Company by Rodger 
Trump; Chicago & Northwestern 
Railway Company, by John F. Baker; 
city of Milwaukee, by W. J. Matti- 
son; L. P. Austin interests, by T. F. 
Chester, Milwaukee; for the objec- 
tors, Alderman Paul Gauer. 

The hearing was attended by many 
owners of lots in Austin Park, which 
is a residential plat in the 17th ward 
of the city of Milwaukee lying just 
south of Oklahoma avenue and be- 
tween Clinton and Hanover streets on 
the east, and First avenue and the 
Chicago, Milwaukee, St. Paul and 
Pacific right of way on the west. 
This property is as yet largely un- 
developed but has been zoned by the 
city for residential purposes. The 
spur track in question lies across the 
extreme north end of this plat and the 
principal objection to it is that it 
crosses a proposed extension of Han- 
over street which, it is contemplated, 
will be extended from its present 
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north limits lying south of the spur 
track north to the new Oklahoma 
avenue. In the judgment of witnesses 
testifying at the hearing it will 
eventually be necessary to.extend one 
of the streets from Austin Park 
through to connect with Oklahoma 
avenue giving this section an addi- 
tional outlet to the north and one 
which will not involve crossing rail- 
road tracks at grade. 

This territory was originally zoned 
by the county authorities as a heavy 
industrial district, but since annexa- 
tion to the city on September 10, 
1929, it has been rezoned effective 
December 30, 1929, by the city as 
residential. The property occupied by 
the George H. Smith Steel Casting 
Company was acquired by that com- 
pany on December 23, 1929, and that 
property is still zoned for industrial 
purposes. Many objectors are owners 
of lots but are not at the present time 
residing in this district. They feel 
that the value of their property will 
be impaired if the spur track is per- 
mitted to remain and continue to be 
operated. West of Hanover street 
and north of Folsom avenue are 
located the four blocks of Austin 
Park nearest the spur track and in 
these blocks there are fourteen resi- 
dences now constructed. Four ad- 
ditional blocks lie south of these and 
two south and east, the latter of which 
have convenient access to the north 
via Clinton street. 

[1] The spur track was con- 
structed under private agreement be- 
tween George H. Smith Steel Casting 
Company and Chicago, Milwaukee, 
St. Paul & Pacific Railroad Company 
entirely on private right of way and 
crossing no streets or highways. 
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Over the construction and location of 
such tracks this Commission has no 
jurisdiction directly and direct au- 
thority for their construction by rail- 
roads is contained in subsection (1) 
of § 190.16, Statutes. If such spur 
tracks are constructed across city 
streets the city is empowered by sub- 
section (2) of that section to pre- 
scribe reasonable terms and condi- 
tions for their construction. 

[2, 3] It is urged in this case, how- 
ever, that the spur track was in con- 
travention of the city zoning ordi- 
nance zoning this property across 
which it lies for residential purposes 
unless it falls within the exception of 
§ 2645 of the Milwaukee Code pro- 
viding as follows: 

“A structure or premises may be 
erected or used in any location by a 
public service corporation for any pur- 
pose which the Railroad Commission 
decides is reasonably necessary for the 
public convenience or welfare.” 

If we find, therefore, that the spur 
track is reasonably necessary for the 
public convenience or welfare there is 
no question left as to its legality. If, 
on the other hand, we fail so to find 
or we find the contrary to be the case 
then there may be a violation of the 
Milwaukee City Code which, it is 
urged, is our duty under § 195.07, 
subsection (1), Statutes, to inquire 
into and report to the attorney gen- 
eral. That provision of the statutes is 
as follows: 

“The Commission shall inquire into 
the neglect or violation of the laws of 
this state by railroads and public 
utilities (as defined in Chapters 195 
and 196), or by the officers, agents, or 
employees thereof, or by persons op- 
erating railroads or public utilities, 
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and shall have the power, and it shall 
be its duty, to enforce all laws relating 
to railroads or public utilities, and re- 
port all violations thereof to the at- 
torney general.” 

While it is true that city ordinances 
are laws and have the force and effect 
thereof, we do not believe they are 
such laws as were intended to be 
included by the legislature in this sec- 
tion of the statutes. The fact that the 
duty of enforcement is charged to the 
Commission, and violations are di- 
rected to be reported to the attorney 
general rather than to the city en- 
forcement agencies, indicate that the 
laws referred to in the section just 
quoted are state statutes or common 
law duties rather than city ordinances. 
If a violation of the Milwaukee City 
Code has, therefore, taken place by 
reason of the erection of this spur 
track, it would seem to be the province 
of the city of Milwaukee, rather than 
of this Commission, to enforce the 
ordinance violated. We find in the 
law no authority whereby we are em- 
powered to grant the prayer of these 
petitioners. 

[4, 5] We are not asked in this 
proceeding to determine the question 
as to whether public convenience or 
welfare requires reasonably this spur 
track. The facts are, however, before 
us and in the interest of the parties 
such a determination should be made 
in order to prevent unnecessary litiga- 
tion. In a sense the legislature itself 
has determined this question by the 
enactment of § 190.16 which express- 
ly empowered the parties to proceed in 
the manner adopted by them in this 
case. The assumption of the parties 
seems to have been that the ordinance 
requires a determination that the loca- 
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tion, rather than the structure itself, 
is reasonably necessary to the public 
convenience or welfare. That, how- 
ever, is not what the ordinance says, 
and while that may have been the in- 
tention of the city council we do not 
believe that we are justified in reading 
into the ordinance more than the plain 
meaning of its language imports. 
The structure itself is palpably re- 
quired by public convenience. There 
is no power in this Commission to 
determine whether so long as it is en- 
tirely upon private property it is lo- 
cated most advantageously in the pub- 
lic interest. 

The Commission finds that the spur 
track as constructed on the Chicago, 
Milwaukee, St. Paul & Pacific Rail- 
road to the plant of the George H. 
Smith Steel Casting Company is rea- 
sonably necessary for the public con- 
venience or welfare, and it further 
finds that it is without power to pre- 
vent its use, operation, and mainte- 
nance. 

[6] The Commission’s attention 
was drawn at the hearing to the dam- 
ages resulting to the property occupied 
by Mr. & Mrs. E. Hull, which ad- 
joins the point on the Chicago, Mil- 
waukee, St. Paul & Pacific Company’s 
right of way from which the spur 
track is constructed. From the facts 
presented there can be no reasonable 
question but that this property has 
been substantially damaged, and in 
fairness, that an adjustment of these 
damages, if possible, should be made. 
We have, of course, no jurisdiction to 
award damages or to determine the 
rights of the parties to this contro- 
versy. If no agreement as to the 
settlement of this claim can be reached 
these parties will, of course, be put 
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to their legal remedy for the redress 
of their grievance by action in a court 
of competent jurisdiction. 


It is therefore ordered, that the 


complaint be, and the same is, hereby 
dismissed. 





CALIFORNIA RAILROAD COMMISSION 


Re Lower Lake Farmers’ Telephone 
Association et al. 


[Decision No. 22980, Application No. 16828.] 


Consolidation — Commission jurisdiction — Acquisition of utility property. 
The Commission has no authority to require a telephone company pur- 
chasing portions of a telephone system to acquire all lines of a so-called 
“farmers’ telephone association” or to require that members of the latter 
be reimbursed for advances made to that association. 


[October 20, 1930.] 


es of a farmers’ telephone association for author- 

ity to sell, and of a telephone utuity for authority to buy, 

certain telephone properties; granted in accordance with the 
opinion herein. 


APPEARANCES: James G. Marshall, 
for the Pacific Telephone and Tele- 
graph Company; H. G. Crawford, for 
Lower Farmers’ Telephone Associa- 
tion. 


By the Commission: In this pro- 
ceeding the Railroad Commission is 
asked to enter its order authorizing 
the Lower Lake Farmers’ Telephone 
Association to sell its telephone prop- 
erties in and adjacent to the town of 
Lower Lake, Lake county, California, 
to the Pacific Telephone and Tele- 
graph Company, for the sum of $500 
plus the cost of additions which may 
be made between the period from 
December 18, 1929, to the date of the 
transfer of the properties. The Com- 
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mission is also asked to authorize the 
Pacific Telephone and Telegraph 
Company to acquire the aforesaid 
properties; to authorize the Lower 
Lake Farmers’ Telephone Association 
to withdraw from the telephone busi- 
ness in the territory served by its tele- 
phone system; and to authorize the 
Pacific Telephone and Telegraph 
Company to engage in the telephone 
and telegraph business in said terri- 
tory at exchange, interexchange, and 
telegraph rates set out in Exhibit E 
attached to the petition in this pro- 
ceeding, together with proposed ex- 
change and base rate areas set out in 
maps attached to said petition and 
marked Exhibit F. 

Applicant Lower Lake Farmers’ 
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Telephone Association is not a cor- 
poration but an association consisting 
of a number of members organized 
for the purpose of rendering tele- 
phone service. It owns and operates 
a telephone system in and adjacent to 
the town of Lower Lake, Lake coun- 
ty, California. The association has 
about eighty-two subscribers who re- 
ceive service. Telephone service is 
given by the association from 7 A. M. 
to 7 rp. M. on week days, and from 8 
A. M. to 10 a. Mm. and 5 and 6 Pp. Mo. 
on Sundays and on holidays. 

The testimony of Louis Jago, sec- 
retary and manager of Lower Lake 
Farmers’ Telephone Association, 
shows that it is impossible for the 
association to give satisfactory serv- 
ice, because it is unable to obtain the 
necessary money to do so. The asso- 
ciation’s instruments are worn out, 
the central office equipment is inade- 
quate, its hours of service are unsatis- 
factory, and it is unable to properly 
maintain its telephone system. 

The testimony shows that it is the 
intention of the Pacific Telephone and 
Telegraph Company, upon acquiring 
the properties of the Lower Lake 
Farmers’ Telephone Association, 
which it has agreed to purchase, to 
locate the office in quarters which will 
be more adequate for the operating 
force and for the public, to install a 
magneto switchboard with a capacity 
of 160 lines and equip it with 60 local 
and 10 toll answering jacks. The 
board will be equipped with 15-cord 
circuits having double supervision. 
The company will place 900 feet of 
5l-pair and 101-pair, 24-gauge lead- 
covered cable and metalicize all lines, 
furnishing service within the base rate 
area. It will replace 41 old pole struc- 


tures and place 30 new poles and 32 
crossarms and replace all service 
drops where necessary. It will install 
2 miles of new aerial wire. The 
cost of the improvements is estimated 
at $4,300. When such improvements 
are completed the Pacific Telephone 
and Telegraph Company will render 
a continuous 24-hour telephone serv- 
ice. It is also of record that the 
Pacific Telephone and Telegraph 
Company will purchase at a price of 
$10 per instrument, the telephone in- 
struments of those members of the 
association who are willing to take 
individual, party-line, or suburban 
service. 

No one appeared to protest the 
granting of the application. The rec- 
ord conclusively shows that an im- 
proved telephone service is desired by 
the community which is being fur- 
nished telephone service by the Lower 
Lake Farmers’ Telephone Association. 
Some of the members of the associa- 
tion suggested during the course of 
the hearing that the Pacific Telephone 
and Telegraph Company should 
acquire the association’s lines located 
outside the proposed base rate area, 
which comprises the built up area of 
Lower Lake, and to reimburse those 
who contributed toward the construc- 
tion of the lines. The association pro- 
poses to turn over to the respective 
farmers’ lines, its lines from the base 
rate area to the end of the farmers’ 
lines, so that the farmers’ lines will 
extend to the base rate area. We 
have considered this matter and feel 
that we have no authority to require 
the Pacific Telephone and Telegraph 
Company to purchase any of the 
properties in question or to reimburse 
members of the association for any 
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advances that they may have made to 
the association. 

The exchange rates which we be- 
lieve the Pacific Telephone and Tele- 
graph Company should charge and 
collect in the exchange and base rate 
areas, described in Exhibit F attached 
to this petition, are set forth in Ex- 
hibit A attached hereto. The rates 
are substantially the same as the com- 


pany is now charging at Lakeport, 
Kelseyville, and Upper Lake. While 
the rates herein fixed are somewhat 
higher than the rates now charged by 
the Lower Lake Farmers’ Telephone 
Association, it should be remembered 
that the Pacific Telephone and Tele- 
graph Company will rebuild the entire 
telephone system and give a 24-hour 
telephone service. 





MICHIGAN PUBLIC UTILITIES COMMISSION 


Re Dixie & Northern Air Line 


[D-2301.] 


Security issues — Revocation of authority — Regulatory violations — Irregular 


accounting. 


Authority granted by the Commission to an airplane utility company to 
issue a definite amount of securities was revoked upon a showing that the 
company had violated the terms of the Commission’s order, and had failed 
to make regular reports or to put its affairs and accounts in proper condi- 


tion. 


[September 25, 1930.] 


—— of an airplane carrier company for authority 
to issue securities; authority previously granted revoked. 


By the Commission: October 20, 
1927, hearing was held at the offices 
of the Commission on the application 
of the Dixie and Northern Air Line 
requesting authority to file its amend- 
ed Articles of Association and to 
create a capital structure consisting of 
1,000 shares of common capital stock 
at the par value of $10 per share and 
9,000 shares of nonpar common stock 
at the declared value of $100 per 
share, and the authority to issue and 
sell the 1,000 shares of said common 
capital stock at said par value of $10 


per share and 2,500 shares of said 
nonpar common stock at the declared 
value of $100 per share. The order 
of the Commission on the date above 
mentioned granted the applicant’s re- 
quest as above set forth. 

January 25, 1929, complaint was 
filed with this Commission by the 
Better Business Bureau of Detroit 
relative to some extent to the promo- 
tion activities of one of the stock- 
holders of said Dixie and Northern 
Air Line, a Mr. Wakefield, but more 
particularly concerning the record of 
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this stockholder prior to his becoming 
an incorporator of said company. 

On the date above mentioned a 
citation order was issued by this Com- 
mission directing the Dixie and 
Northern Air Line to show cause why 
said Commission’s order in this mat- 
ter above referred to should not be 
revoked. All parties of interest and 
of record were notified of this hear- 
ing. Hearings in this cause were held 
at the offices of the Commission Jan- 
uary 9, 1929, February 5, 1929, and 
on December 10, 1929. Complete 
records of these proceedings are to be 
found in the Commission’s file 
D-2301. 

The following is a summary of the 
main points developed in the testi- 
mony taken at said hearings: 

The complainant, the Better Busi- 
ness Bureau, objected as aforestated 
to Mr. Wakefield’s having any con- 
nection with the said Dixie and 
Northern Air Line as a promoter, or- 
ganizer, director, or manager, because 
of what they allege was his record for 
a ten years’ period in various business 
activities. 

The representatives of the Dixie 
and Northern Air Line agreed to sus- 
pend the sale of all stock—and this 
agreement to all intents and purposes 
has been carried out—and to have 
Mr. Wakefield eliminated as a direc- 
tor, promoter, organizer, or manager, 
any or all of these capacities, 

The Commission asked at these 
hearings that the sale of all stock be 
suspended and that all books of the 
company be submitted to the Commis- 
sion for examination. This was com- 
plied with except as to the original 
stock record book. The Commission 
was informed that this book was in 


New York city and would be fur- 
nished to the Commission in due time, 
but up to this date it has not been fur- 
nished. 

The report of the statistician of this 
Commission, bearing date of March 
8, 1929, and made part of the files 
and records in this cause, showed that 
only $900 or 9 shares of said nonpar 
stock at the declared value of $100 
per share had been sold, and that the 
total balance sheet footing was only 
slightly in excess of $13,000. It does 
not seem necessary to go further into 
the particular details of this report. 
It will suffice to say that so little of 
the nonpar common stock has been 
sold that the public has not been 
jeopardized by the sale of the same, if 
it is to be admitted that there was 
danger of jeopardy. 

On December 10, 1929, a further 
hearing was had in this matter. It 
developed at this hearing: 

1, That said company had, since 
February 1, 1929, elected a new board 
of directors. 

2. That said board of directors, 
through its executive committee, 
holds by virtue of an escrow agree- 
ment a photostatic copy of which is 
an exhibit in this case, the stock of 
Mr. Wakefield, consisting of 295 
shares of common stock of the par 
value of $10 per share, such stock 
being held by them in the capacity of 
his attorney until the company shall 
be on a profit earning basis and shall 
have declared dividends on said com- 
mon stock. 

3. That Mr. Wakefield was to have 
no connection with the management, 
promotion, stock selling, or organiza- 
tion of this company. 

4, That said present incorporators 


P.U.R.1931A. 243 








MICHIGAN PUBLIC UTILITIES COMMISSION 


and directors propose to see that said 
company is properly managed and 
conducted. 

This Commission, based on the rep- 
resentations of the duly authorized 
representatives of said Dixie and 
Northern Air Line and on any and all 
attendant and relative data and testi- 
mony introduced at or in or on any 
and all hearings held as hereinbefore 
shown, issued its order, bearing date 
of January 21, 1930 (P.U.R.1930B, 
321), which order is to be found in 
file D-2301. This order authorized 
the Dixie and Northern Air Line to 
sell for cash only, and at not less than 
the declared value thereof net to the 
corporation, 1,000 shares of its non- 
par stock of the declared value of 
$100 per share, this in lieu of the 
former provision in the order of this 
Commission bearing date of October 
20, 1927, which authorized the sale of 
2,500 shares of nonpar value stock of 
said corporation. The other terms of 
this order it is not necessary to men- 
tion. 

This Commission, during the 
months of March and April, 1930, 
received no report from said Dixie 
and Northern Air Line as to stock 
sales, but it did learn through dif- 
ferent sources that said company had 
been apparently unable to dispose 
of its stock and that it had made ar- 
rangements by contract agreement to 
purchase five airplanes, to be paid for 
partly by stock of the company and 
the aggregate sale price of which five 
airplanes would equal the par value 
of said 1,000 shares of nonpar stock 
of the company of the declared value 
of $100 per share, authorized by this 
Commission’s order above referred to, 
bearing date of January 21, 1930. 
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There were also reports from un- 
official sources made to the Commis- 
sion in relation to the activities of the 
company, regarding the authenticity 
of which this Commission had no 
knowledge and which reports do not 
need to be here discussed. 

On April 30, 1930, this Commis- 
sion issued an order requiring the 
Dixie and Northern Air Line through 
certain of its representatives men- 
tioned to appear before the Commis- 
sion at its offices in the city of 
Lansing on May 9, 1930, at 10 a. o., 
central standard time, to show cause 
why the Commission’s order of Jan- 
uary 21, 1930, supra, authorizing the 
issuance and sale of 1,000 shares of 
its nonpar capital stock of the declared 
value of $100 per share, should not be 
revoked. 

At said hearing held at the offices 
of the Commission on the date above 
mentioned, 7. e., May 9, 1930, it de- 
veloped that: Dixie and Northern 
Air Line had through its duly au- 
thorized representatives entered into a 
contract with the Hise Aircraft Cor- 
poration, a Michigan corporation of 
Detroit, Michigan, a copy of which 
contract, bearing date of March 17, 
1930, is made part of the files and rec- 
ords in this cause, and by the terms 
of which agreement the Hise Aircraft 
Corporation was to construct five 
planes for the Dixie and Northern 
Air Line, the first of these planes to 
be delivered on or before the 5th day 
of August, 1930, and the remaining 
four at stated intervals up to and in- 
cluding the date of November 25, 
1930. These planes were to be paid 
for by the issuance and delivery to 
said Hise Aircraft Corporation on the 
part of the Dixie and Northern Air 
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Line of the 500 shares of the nonpar 
capital stock of said corporation at 
the declared value of $100 and the 
balance in cash in manner and form 
as shown in said contract. 

There was much testimony taken at 
said hearing on May 9, 1930, and 
quoted in this testimony was a report 
of Mr. J. Carl Sheil, secretary of the 
Michigan Public Utilities Commis- 
sion, who, at the instance of the Com- 
mission on March 11, 1930, visited 
the offices of the Dixie and Northern 
Air Line and interviewed certain ones 
regarding the condition of and the 
progress of the work of said compa- 
ny. 
After said hearing Mr. E. A. 
Calkins, statistician for the Michigan 
Public Utilities Commission, was in- 
structed to make an examination of 
the records of the Dixie and Northern 
Air Line to ascertain among other 
things what if any capital stock had 
recently been issued, the proceeds, if 
any, received in consideration of such 
issuance of stock, and, what if any 
disposition had been made of the pro- 
ceeds of said sale. His report,’ bear- 
ing date of July 19, 1930, is made 
part of the records and files in this 
cause. 

Among other things his report 
shows that the company has never 
taken the necessary steps to set up a 
complete record of its financial opera- 
tions, and it further shows that Mr. 
H. M. Tunis, secretary of said Dixie 
and Northern Air Line, did not have 
all of the records of said company 
and that some of these were at the 
offices of the Register and Transfer 
Company, 34 Broadway, New York 
city. 

In this connection particular refer- 


ence is made to a letter received from 
Mr. H. M. Tunis, bearing date of 
August 6, 1930, and made part of 
the files and records in this cause, in 
which he states that he does not have 
complete records of the Dixie and 
Northern Air Line, and in view of 
the current situation of said company 
he believes it unwise to furnish money 
with which to pay the bill owed by 
said Dixie and Northern Air Line to 
said Register and Transfer Company 
of New York city, the payment of 
which bill seems to be necessary in his 
opinion before he could secure the old 
records of the company which this 
Commission desired. 

As has been previously mentioned, 
the records of testimony in this case 
are voluminous. We feel that suffi- 
cient consideration has been given to 
the main points developed. 

This Commission is of the opinion, 
in view of the fact that said Dixie 
and Northern Air Line, by this Com- 
mission’s order of January 21, 1930 
(P.U.R.1930B, 321), had authority 
to issue and sell only 1,000 shares of 
its nonpar stock of the declared value 
of $100 per share and that stock to 
be sold only for cash, that said com- 
pany should not have entered into a 
contract with the Hise Aircraft Cor- 
poration which would result in utiliz- 
ing all of the said 1,000 shares of 
nonpar stock in payment of the 5 air- 
planes, leaving no cash available from 
the sale of stock for the conduct of 
the business of the company or for 
the proper purposes to which working 
capital is applied. 

There might be some question 
whether the terms of the Commis- 
sion’s order were not violated by the 
agreement to turn over 500 shares of 
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said nonpar stock at $100 per share, 
for equipment, in lieu of cash, but we 
are not now commenting on said 
point. 

This Commission is of the further 
opinion, from all the testimony taken 
at the different hearings, the dates of 
which have been above given, and 
from all the records and files in this 
cause, that the affairs of said Dixie 
and Northern Air Line have not been 
conducted in an efficient, competent, 
and business-like manner, and the 
Commission fails to find any indica- 
tion that there will be any appreciable 
improvement in the conduct of the 
business of said company in the 
future. The Commission feels that 
said Dixie and Northern Air Line has 
not operated and is not now proposing 
to operate in a manner that would 
justify the public in investing its 
funds in the stock of said corporation. 

The letter of Mr. Tunis, secretary 
of said Dixie and Northern Air Line, 
to which reference has been hereto- 
fore made, in the opinion of the Com- 


mission clearly indicates that its con- 
clusions are correct, not only as to 
past operations of said company but 
as to future prospects of said com- 
pany. 

After a thorough examination of 
all the files and records in this cause 
and after consideration of the entire 
history of said company and its pres- 
ent operations and future prospects, 
this Commission is of the opinion that 
said Dixie and Northern Air Line 
Company should not be allowed to op- 
erate as a going concern and to issue 
and sell stock under and by virtue of 
the authority of this Commission. 

Therefore, it is hereby ordered by 
the Michigan Public Utilities Com- 
mission, as follows: 

That the orders of this Commis- 
sion, bearing date of October 20, 
1927, and January 21, 1930, supra, 
in Docket D-2301, Dixie and North- 
ern Air Line, be and they are hereby 
revoked, and all the terms and pro- 
visions thereof are hereby declared 
void, inoperative, and of no effect. 





MISSOURI SUPREME COURT, DIVISION NO. 1 


State ex rel. and to Use of Obe Henson 


Bak Brown et al. 


[No. 29830.] 
(— Mo. —, 31 S. W. (2d) 208.) 
Certificates — Effective date of regulation — Statutory presumption. 
1. A statutory presumption created by a Missouri motor bus law that all 


carriers operating on a specified effective date were rendering a service 
required by public convenience and necessity without further proof was 
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held not to be available to a subsequent buyer of a bus line from an opera- 
tor having such a statutory privilege, p. 247. 


Appeal and review — Powers of appellate court — Correction of order. 
2. Notwithstanding the fact that certain findings of the Commission prop- 
erly supported by evidence obviously indicate what order the Commission 
really intended to make, the appellate court’s authority is limited to an 
affirmance or reversal of the order actually issued, and it cannot correct 
such order to accord with the Commission’s findings, p. 250. 


Appeal and review — Indivisible Commission order. 
3. A Commission order which is not separable must on appeal stand or 


fall in its entirety, p. 250. 


[September 4, 1930.] 


A by the Public Service Commission from judgment 

of a lower court setting aside a part of the Commission’s 

order on an application for a motor carrier certificate in a pro- 

ceeding by the state on relation of the applicant; lower court 

reversed and cause remanded to the Commission for further 
action, 


APPEARANCES: D. D. McDonald, 
General Counsel, and J. P. Painter, 
Assistant Counsel, both of Jefferson 
City, for appellants; Omer E. Brown, 
of Ozark, for respondent. 


FRANK, J.: This is an appeal from 
a judgment of the circuit court of 
Cole county setting aside a part of 
an order made by the Public Service 
Commission. 

On February 15, 1928, respondent 
filed with the Commission an appli- 
cation for a certificate of convenience 
and necessity to operate a motor vehi- 
cle for the transportation of pas- 
sengers for hire over a proposed route 
leading from the town of Chadwick 
over a county road to Sparta, from 
Sparta over state highway No. 14 to 
Ozark, and from Ozark over state 
highway No. 65 through Galloway to 
Springfield. 

[1] This bus line has been con- 
tinuously operated over the proposed 


route for a period of fourteen years, 
during which time its ownership 
passed from hand to hand, finally 
passing into the hands of respondent, 
who makes the present application for 
a certificate of convenience and neces- 
sity. 

Section 11, of the Public Service 
Commission Act, relating to motor 
bus regulation (Laws of Missouri 
1927, p. 409), provides as follows: 
“Every motor carrier actually operat- 
ing in good faith, rendering satisfac- 
tory and dependable service by motor 
vehicles that come under the provi- 
sions of this act on the first day of 
December, 1926, shall be presumed 
to be necessary to public convenience 
and such motor carriers shall in the 
absence of evidence overcoming such 
presumption receive a certificate for 
routes established by them.” 

Respondent invokes this statute, 
and contends that he is entitled to a 
certificate of convenience and neces- 
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sity because the undisputed evidence 
heard by the Commission showed that 
on December 1, 1926, he was the 
owner of and was in good faith oper- 
ating the bus line in question, render- 
ing satisfactory and dependable serv- 
ice. 

We do not so read the record. Re- 
spondent emphatically stated several 
times during the course of his testi- 
mony that he was not the owner and 
operator of this bus line on December 
1, 1926. In addition to this, he testi- 
fied that he had been operating the 
line for himself only four or five 
months prior to the hearing which oc- 
curred in March, 1928. Respondent 
relies on the testimony of witness 
Jernigan, a former owner of the line, 
who sold it to respondent. Prior to 
selling the line to respondent, he had 
sold it to another party and took back 
a mortgage to secure the purchase 
price. He foreclosed this mortgage 
and got the line back before selling 
it to respondent. Jernigan testified 
that respondent began operating the 
line for himself in November (mean- 
ing November, 1926). Respondent 
relies on this testimony to support his 
contention that he owned and operat- 
ed the line on December 1, 1926. Re- 
spondent overlooks the further testi- 
mony of this witness: 

Q. I believe you gave the date you 
foreclosed the mortgage? A. I think 
it was the first day of January we 
fixed the papers up. 

Q. How did Mr. Henson begin the 
operation of something he received 
from you if you didn’t foreclose the 
mortgage until January? A. Well 
Bonner was supposed to take this up 
and he (meaning respondent) was 
driving for them or under them, but 
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I don’t know what kind of a deal they 
made. ; 

Q. You did not have any interest 
you could turn over to Mr. Henson 
until you foreclosed the mortgage, 
did you? A. No. 

True, the evidence shows that re- 
spondent was driving the bus on De- 
cember 1, 1926, but he was driving 
it for the then owner, and he express- 
ly so states in his testimony. The 
evidence is conclusive that respondent 
was not the owner and operator of 
the bus line on December 1, 1926; 
therefore, the statute does not give 
rise to any presumption in his favor, 
but the burden was on him to prove 
that the proposed operation of this 
bus line was necessary for public con- 
venience. 

As bearing on the question of ne- 
cessity and public convenience, the 
evidence showed that the St. Louis & 
San Francisco Railway parallels this 
proposed bus line and runs a train one 
round trip each day from Chadwick 
to Springfield. In addition to this, 
it was shown that four licensed bus 
lines operated over this proposed 
route, two from Sparta to Springfield, 
one from Ozark to Springfield, and 
one from Galloway to Springfield. 

Respondent testified that most of 
his passengers were persons going 
from Chadwick and Oldfield and to 
Ozark, the county seat; that most of 
his Springfield passengers were from 
the vicinity of Chadwick and Old- 
field; that he made no attempt to get 
much business from Ozark and Gallo- 
way to Springfield, and from Ozark 
to Springfield he made no schedule 
stops. He also testified that it would 
not be satisfactory to operate between 
Chadwick and Sparta and there trans- 
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fer his Springfield passengers to an- 
other bus line. 

After the Commission heard the 
evidence, it made the following find- 
ing of facts: 

“After a careful consideration of 
all the evidence in this case, the Com- 
mission is of the opinion that between 
Sparta and Springfield and Ozark and 
Springfield over the route which the 
applicant seeks to serve, ample motor 
transportation service is being pro- 
vided by Bonner Brothers, A. M. 
Watts, and the White River Bus Com- 
pany, the first two operating from 
Sparta to Springfield, and the last 
named, from Ozark to Springfield. 
Two additional bus lines, that of J. 
M. Hartley and Roy Batemen, who 
operate as motor carriers from Moun- 
tain Grove to Springfield, pass over 
that portion of the route herein be- 
tween Galloway and Springfield. It 
appears, therefore, that ample motor 
bus service is being rendered over all 
of that portion of the route herein 
lying between Sparta and Springfield. 

“The testimony shows that because 
of the fact that persons living at 
Chadwick and between Chadwick and 
Sparta, who desire to go to Ozark, 
Springfield and other points north of 
Chadwick, the proposed bus line will 
be a necessity and convenience, and 
the Commission is, therefore, of the 
opinion that public convenience and 
necessity reasonably require the ap- 
plicant to engage in motor bus opera- 
tion over said route, and that a cer- 
tificate of convenience and necessity 
authorizing him to operate as a motor 
carrier for the transportation of pas- 
sengers from Chadwick and points 
between Chadwick and Sparta over 
a county road, state highway No. 14 


and state route U. S. No. 65 to the 
city of Springfield should be granted, 
but that the applicant should not be 
permitted to receive passengers at 
Sparta destined to Springfield or to 
any point between Sparta and Spring- 
field, nor to receive passengers at 
Springfield destined to Sparta or to 
any point between said cities, nor to 
receive passengers at either of said 
cities for points between said cities. 
In other words, the authority to the 
applicant should be limited to the 
transportation of passengers from 
Chadwick and points between Chad- 
wick and Sparta to points on said 
route north of Sparta, and from 
points north of Sparta to that portion 
of said route south of Sparta.” 

The Commission further found 
that a certificate of convenience and 
necessity authorizing applicant to 
operate a motor carrier in accordance 
with above finding should be issued, 
and then made the following order: 

“That Obe Henson, of Chadwick, 
Missouri, be, and he is hereby, au- 
thorized to operate as a motor car- 
rier between Chadwick and Spring- 
field, Missouri, over and along county 
road in Christian county, state high- 
way No. 14 and state route U. S. No. 
65, for the transportation of pas- 
sengers and their personal baggage, 
provided, however, that said applicant 
is refused permission to carry pas- 
sengers between the towns of Sparta 
and Springfield on said route except 
such passengers as originate on the 
county road south of Sparta between 
Sparta and Chadwick whose destina- 
tion is Ozark, Missouri, and that only 
such passengers may be carried out 
of Springfield, Ozark, and Sparta, 
Missouri, whose destination is to 
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some point on said county highway 
between Chadwick and Sparta.” 

This order is not supported by the 
finding of facts. The Commission 
found that respondent should be au- 
thorized to accept passengers origi- 
nating at Chadwick and at points be- 
tween Chadwick and Sparta for trans- 
portation to any point between Chad- 
wick and Springfield, but the order 
made by the Commission prohibits re- 
spondent from transporting such pas- 
sengers between Sparta and Spring- 
field unless their destination was 
Ozark. 

[2] While the finding of facts 
made by the Commission was sup- 
ported by substantial testimony, and 
while it appears from such finding 
what order the Commission intended 
to make, we cannot correct the order 
or make an order in accordance with 
the finding of facts. The court’s au- 
thority in cases of this character is 
limited to an affirmance or reversal of 
the order made by the Commission. 
Section 10522, Rev. St. 1919; 
State ex rel. Rutledge v. Public 
Service Commission (1926) 316 Mo. 
233, 289 S. W. 785, 787. As the 
order is not supported by the Com- 
mission’s finding of facts, it cannot 
stand. 

Although the order of the Com- 
mission must be reversed for reasons 
already stated, we deem it proper to 
call attention to the fact that the judg- 
ment of the circuit court was erro- 
neous in that it attempted to sub- 


stitute its judgment for the judgment 
of the Commission by authorizing re- 
spondent to receive and discharge 
passengers at all points along the pro- 
posed route. The authority of the 
circuit court is limited to an affirm- 
ance or reversal of the order of the 
Commission. Section 10522, Rev. 
St. 1919; State ex rel. Kansas City 
Terminal R. Co. v. Public Service 
Commission (1925) 308 Mo. 359, 
P.U.R.1926A, 210, 272 S. W. 957; 
State ex rel. Rutledge v. Public Serv- 
ice Commission, supra. 

[3] Respondent contends that, 
where the order made by the Com- 
mission is separable into two or more 
distinct orders, not dependent on each 
other, the court may affirm the lawful 
and reasonable orders, and set aside 
such as it may find unlawful or un- 
reasonable. This rule has no appli- 
cation to the facts of this case. The 
order made by the Commission is not 
separable, and it must either stand or 
fall in its entirety. 

For the reasons stated, the judg- 
ment of the circuit court is reversed, 
and the cause remanded, with direc- 
tions to the circuit court to set aside 
its judgment and enter up judgment 
setting aside the order of the Public 
Service Commission, and remand 
said cause to the Commission for such 
further proceeding as the parties may 
see fit to take, not inconsistent with 
this opinion. 


All concur. 
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Re Obe Henson 


[Case No. 5721.] 


Certificates — Reasons for denying — Death of applicant. 
1. The Commission cannot grant an application for a certificate of con- 
venience and necessity to operate as a motor carrier, where the applicant 
dies before the application is considered, p. 251. 


Certificates — Reasons for denying — Sale of assets. 
2. The Commission is not justified in issuing a certificate of convenience 
and necessity to an applicant who has sold the business rights and assets 
of his motor carrier service prior to the consideration of the application, 





p. 251. 


[December 9, 1930.] 


Freer somnerg by a motor carrier for a certificate of con- 
venience and necessity; dented. 


By the Commission: [1, 2] On 
May 18, 1928, pursuant to a hearing 
on the application of Obe Henson for 
authority to operate as a motof car- 
rier from Chadwick to Springfield, 
Missouri, an order was issued by this 
Commission granting to the applicant 
a certificate of convenience and neces- 
sity authorizing him to operate as a 
motor carrier over and along a county 
road in Christian county, State High- 
way No. 14, and State Route U. S. 
No. 65 between Chadwick and 
Springfield, but without authority to 
carry passengers between the towns 
of Sparta and Springfield except such 
passengers as originate on the county 
road south of Sparta, between Sparta 
and Chadwick, whose destination is 
Ozark, Missouri, and that only such 
passengers might be carried out of 
Springfield, Ozark, and Chadwick, 
whose destination was to some point 
on said county highway between 
Chadwick and Sparta. 


P.U.R.1931A. 


After an order of the Commission 
overruling a motion for a rehearing, 
the applicant sued out a writ of cer- 
tiorari in the circuit court of Cole 
county, Missouri, and said court is- 
sued its decree setting aside a part of 
the order by this Commission. There- 
upon, said cause was appealed to the 
supreme court of the state of Mis- 
souri, which court on the 4th day of 
September, 1930 (P.U.R.1931A, 246, 
31 S. W. (2d) 208) issued its man- 
date and decree, reversing the judg- 
ment of the circuit court of Cole 
county with directions to said court 
to set aside its judgment and enter 
up judgment setting aside the order 
of the Public Service Commission, 
and remand said cause to the Com- 
mission for such further proceeding 
as the parties might see fit to take not 
inconsistent with the opinion of the 
supreme court. Since the hearing of 
this cause the applicant, Obe Henson, 
has departed this life, and the Com- 
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mission is now informed by a com- 
munication from Hon. Omer E. 
Brown, who was attorney for Mr. 
Henson during his lifetime, that the 
business rights and assets of Obe 
Henson used in the operation of the 
motor carrier service herein were sold 
and conveyed to Everett Brown. In 
view of the fact that the applicant 
herein is now dead, the Commission 
cannot grant the authority requested ; 
and in view of the further fact that 
Obe Henson, in his lifetime, sold the 
business rights and assets of the 


motor carrier service herein, the Com- 
mission would not be justified in now 
issuing an order to said Obe Hen- 
son to engage in the motor carrier 
service requested even if he was now 
living. 

It is the opinion of the Commis- 
sion, therefore, that this cause should 
be abated and that the application 
should be dismissed. 


Stahl, Chairman, Ing, Hutchison 
and Porter, Commissioners, concur ; 
Hull, Commissioner, absent. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


E. F. Jeffe (For Fairmount and Paradise 
Theatres) 


New York linen Company 


Rates — Electricity — Theatres as manufacturers. 
1. The refusal of an electric company to classify two theatres as manu- 
facturing concerns, within the meaning of a rate classification, was sus- 
tained by the Commission upon evidence that the electric power load of 
such theatres consisted principally of cooling equipment, and that the sum- 
mer load was approximately double the average peak load requirements 
during the remaining months of the year, p. 253. 


Rates — Procedure — Change of schedules — Classifications — Commission 


authority. 


2. The Commission upon complaint of individual consumers asking for 
favorable rate classifications has no authority to change such classifications, 
but may modify the same only in a direct proceeding for that purpose, 
giving opportunity for hearing to all parties interested, p. 253. 


[December 9, 1930.] 


C OMPLAINT by the operator of two theatres against the re- 
fusal of an electrical utility to grant such theatres a fav- 
orable rate classification; dismissed. 
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By the Commission: The above 
entitled complaint against the New 
York Edison Company was filed by 
E. F. Jeffe, Incorporated, represent- 
ing the following two theatres: The 
Paradise Theatre, 2403 Grand Con- 
course, and the Fairmount Theatre, 
708 East Tremont avenue, New York 
city. 

Application was made to the New 
York Edison Company by E. F. Jeffe, 
Incorporated, to transfer the contract 
of the Paradise Theatre from Service 
Classification No. 3 to Service Classi- 
fication No. 10. Service Classifica- 
tion No. 3 is a low tension rate ap- 
plicable to light, heat, power, and 
other purposes. Service Classifica- 
tion No. 10 is applicable to high ten- 
sion, high load factor manufacturing 
service with certain provisions per- 
taining to low tension service when 
high tension service is not available. 
Application was also made in behalf 
of the Fairmount Theatre for trans- 
fer of Service Classification No. 3 to 
Service Classification No. 6. Service 
Classification No. 3 is a low tension 
rate applicable to light, heat, power, 
and other purposes. Service Classi- 
fication No. 6 is a high tension rate 
applicable to manufacturing, light, 
heat, and power. 

[1] Transfer to the requested serv- 
ice classifications was refused in both 
cases by the New York Edison Com- 
pany on the ground that theatres are 
not manufacturing concerns and, 
therefore, do not conform to the 
terms and conditions of the requested 
service classifications. The electric 
power load of these theatres consists 
principally of air cooling equipment 
and it is a seasonal load, the summer 
load being approximately double the 
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average peak load requirements dur- 
ing the remaining months of the year. 

The question before the Commis- 
sion in connection with this complaint 
is, in first instance, whether the two 
theatres come within the provisions 
of the rate schedules relating to Serv- 
ice Classifications Nos. 6 and 10 re- 
spectively. We hold that they do not 
and that the reasonable interpretation 
of the schedules does not permit of 
the classification of the two theatres 
as manufacturing concerns, or as 
otherwise entitled to the rates in these 
two classifications. 

[2] The Commission has no au- 
thority to change the classifications 
without hearings and formal orders. 
It may construe the language of the 
classifications and in case of conflict 
rule as to their reasonable interpreta- 
tion, but the relief desired by the com- 
plainant in this case would require a 
modification of the classifications es- 
tablished by the company, and this 
could not be done without formal 
hearings. 

The Commission is engaged in 
hearings in a proceeding initiated 
upon its own motion to determine the 
reasonable rates for electric service in 
and about New York city. In the 
course of time all of the classifications 
will be reviewed, but the Commission 
cannot at this time grant the relief 
desired by the complainant either 
through an interpretation of the clas- 
sifications established by the New 
York Edison Company or through a 
formal order modifying the terms of 
such classifications. 

Under the provisions of the Public 
Service Commission Law, an elec- 
trical corporation may establish, with 
the approval of the Commission, clas- 
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sifications of service “based upon the 
quantity used, the time when used, 
the purpose for which used, duration 
of use, or upon any other reasonable 
consideration.” The counsel of the 
recent “Commission on Revision of 
the Public Service Commission Law” 
recommended to that Commission the 
authorization of rates and classifica- 
tions with the elimination of “the 
purpose for which used” provision. 
This recommendation was not adopt- 
ed by the Commission or embodied 
in any bill submitted to the legis- 
lature. 

The representative of the complain- 
ants directs attention to an opinion 
rendered by Colonel Blakeslee on 


August 30, 1928, in Re Complaint of 
the Riverside Cold Storage Company 
(Conron Brothers) against the Unit- 
ed Electric Light and Power Com- 
pany in which it was held that said 
complainant was entitled to service 
under said company’s classification 
No. 7, which was entitled “Manufac- 
turing Establishments—Light, Heat, 
and Power—High Tension—200 
kilowatts minimum demand.” 

The facts and conditions existing 
in the “Conron Case” are entirely dif- 
ferent from those existing in this par- 
ticular case. 

Based on the foregoing, this com- 
plaint should be closed upon the rec- 
ords of the Commission. 





OREGON PUBLIC SERVICE COMMISSION 


Re Joseph A. Strowbridge Estate 
Company 


[U-F-565, P. S. C. Or. Order No. 1888.] 


Payment — Regular meter readings — Billing. 
A small water utility was ordered to read domestic meters at regular 
monthly intervals and to bill accordingly, where it was found that the 
company had previously adopted the practice of billing at monthly flat 
rates and had not taken the trouble to read the meters. 


[December 1, 1930.] 
I NVESTIGATION by the Commission on its own motion into 
rates, rules, and practices of a water utility; rates, rules, and 
practices adjusted. 
> 
ness of the rates, charges, rules, and 
regulations contained in the tariff of 
Joseph A. Strowbridge Estate Com- 
entered under date of October 9, pany filed September 29, 1930. Sub- 
1930, to determine the reasonable- sequent to the filing of said tariff pe- 
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By the Commission: This pro- 
ceeding is before the Commission on 
its own motion by order made and 
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tition was received from approxi- 
mately fifty persons, patrons of the 
company, protesting the acceptance 
of said tariff. 

Public hearing herein was held be- 
fore Chairman Frank J. Miller and 
Commissioner O. C. Bortzmeyer in 
Room 252 Multnomah county court 
house, Portland, Oregon, on the 24th 
day of October, 1930, beginning at 
the hour of 7:30 o’clock p. m. The 
Joseph A. Strowbridge Estate Com- 
pany appeared by J. A. Strowbridge, 
its attorney; patrons of said company 
by A. L. Wright and E. L. Wright. 

The Joseph A. Strowbridge Estate 
Company, an Oregon corporation, is 
engaged in furnishing water for do- 
mestic purposes in what is known as 
the Rochester Addition, located in 
Multnomah county, Oregon. A\l- 
though this particular service was 
rendered for compensation since 1921 
the Commission had no knowledge 
thereof until the tariff referred to was 
filed. 

Water is purchased from the city 
of Portland at the following meter 
rate: 


First 600 cubic feet per month, $1.20. 
Next 20,000 cubic feet per month, 15¢ per 


100 cubic feet. 
Excess over 20,000 cubic feet per month, 


12¢ per 100 cubic feet. 

The meter is located near the city 
limits and is owned by the company. 
The water after passing through the 
meter is conducted to the patrons’ 
service and service meters through 
2” galvanized iron mains aggregat- 
ing 6,225 feet in length. The patrons 
paid for the installation of their own 
service and service meters. 

The service meters of the patrons 
have not been read monthly, and in 
many cases not at all, and bills for 
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water service based upon actual con- 
sumption have not been rendered. A 
flat charge of $1.20 per month has 
generally been made, but this amount 
has not been collected at regular 
periods. 

This method of reading meters, 
billing, and collecting is not good 
business practice and is unreasonable. 
The reasonable method, when month- 
ly meter rates are prescribed, is to 
read the patron’s meters, render, and 
collect bills monthly, the bills to show 
the reading of the meters at the be- 
ginning and at the end of the month- 
ly period, the number of cubic feet of 
water consumed, and the price per 
unit, and shall be made out in such a 
way so that the amount may be 
readily recomputed from the informa- 
tion appearing plainly on the bill. 

During the year 1929 the Joseph 
A. Strowbridge Estate Company pur- 
chased from the city of Portland 
380,900 cubic feet of water at 
$521.43. The revenue which the 
company received from the resale of 
this water to its patrons, under the 
lax practices used in billing and col- 
lecting, amounted to $461.90 for that 
year. No taxes were paid or depre- 
ciation accrued. 

The expenses will be increased by 
the monthly reading of meters, the 
billing, and collecting herein pre- 
scribed and demanded by the patrons, 
but ultimately this procedure will re- 
sult in increased revenue. Provision 
should be made for depreciation and 
taxes, which have not been taken into 
account heretofore. The company 
should set up its books and keep its 
accounts in accordance with the uni- 
form classification of accounts pre- 
scribed by the Commission for Class 
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D water utilities. Until this account- 
ing system is installed and bills 
rendered properly the exact revenue 
and expenses will not be known. 

The meters, meter boxes, and serv- 
ices owned by the patrons should be 
kept in repair and free from dirt and 
refuse by the patrons at their expense. 

Based upon the foregoing facts, the 
testimony and entire record herein, 
the Commission being fully advised 
in the premises and sufficient cause 
appearing therefor, makes and efiters 
its findings as follows: 

Findings 

That the Joseph A. Strowbridge 
Estate Company is a public utility and 
as such is subject to the jurisdiction 
of this Commission; 

That the meters should be read 
monthly and bills rendered monthly, 
and such bills should show the read- 
ing of the meters at the beginning and 
at the end of the period, the number 
of cubic feet of water supplied, the 
price per unit and all bills shall be 
made out in such a way so that the 
amount may be readily recomputed 
from the information appearing 
plainly upon the face of the bill; 

That the company shall keep its 
books, accounts, and records in ac- 
cordance with the “Uniform Classifi- 
cation of Accounts for Water Util- 
ities” as prescribed in P. S. C. Or. 
Order No. 1163 for Class D utilities ; 

That the proposed rates contained 
in said tariff of the Joseph A. Strow- 
bridge Estate Company would pro- 
duce a return in excess of a reason- 
able rate of return and that, therefore, 
the said tariff should be permanently 
suspended. Permission is granted to 
the said respondent to file and make 
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effective within ten days from the 
date of this order a new tariff con- 
taining rates, charges, rules, and 
regulations as are hereinafter found 
to be just, reasonable, and not un- 
justly discriminatory ; 

That just, reasonable, and not un- 
justly discriminatory rates, charges, 
rules, and regulations to be imposed 
and collected by the Joseph A. Strow- 
bridge Estate Company in lieu of 
those contained in the said tariff are 
as follows: 


Meter Rate 


Water delivered through meters in 
one month: 

First 400 cubic feet or less for §-inch 
meter, $1.30. 

Excess over 400 cubic feet, 16¢ per 100 
cubic feet. 

Charge for the first 400 cu. ft. ac- 
cording to size of consumer’s service 
pipe and meter used, per month: 


Size of Corresponding Charge for first 
service pipe size of meter 400 cubic feet 
3” i $1.30 
a a 1.90 


If the size of meter does not cor- 
respond with size of pipe as per above 
table, apply whichever minimum is 
lowest. 


Rules and Regulations 


1. Any person or family using 
water for any other purpose than 
stated in his or her application, or 
allowing another person or family not 
connected with the mains to draw 
water through his or her faucet will 
be charged for such additional service 
at scheduled tariff rates. 

2. Service pipes must be so placed 
that the supply to each separate house 
or premises may be controlled by a 
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separate stop cock placed within and 
near the line of the street curb. 

3. Should the water at any time be 
shut off from the mains without no- 
tice for repairs or other necessary 
purposes, the company will not be re- 
sponsible for any consequent damage 
to boilers or other machinery. The 
company will give notice when pos- 
sible. While water is temporarily 
shut off from the mains, the hot wa- 
ter faucets should be kept open by 
the occupants of the premises to allow 
the steam to escape from the water 
heaters. 

4. Customers will keep all pipes, 
faucets, and meters on their premises 
or connected to their service in repair 
at their own expense. 

5. No plumber or other person will 
be allowed to make connection with 
the mains, or to make alterations in 
any main or service belonging to the 
utility, or to connect pipes when they 
have been disconnected, or to turn 
water on any premises without per- 
mission from the utility. 

6. When a meter gets out of order 


and fails to register, the charge shall 
be based on the average quantity of 
water used as shown by the meter 
when in order for the preceding three 
months. 

7. All bills will be due at the office 

of the company on the first day of the 
month. On failure to comply with 
the rules and regulations established 
as a condition to the use of water, or 
to pay water bills within ten days of 
the time and in the manner herein 
provided, the water may be shut off 
until payment is made of the amount 
due with $1 in addition to cover the 
expense of turning the water off and 
on. 
It is therefore ordered that the said 
Joseph A. Strowbridge Estate Com- 
pany shall put in full force and effect 
within ten days from the date hereof 
the rates, charges, rules, and regula- 
tions set out in the foregoing findings 
as reasonable and not unjustly dis- 
criminatory in lieu of those found to 
be unreasonable and unjustly discrim- 
inatory, which said findings are by 
this reference made a part hereof. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, METROPOLITAN 
DIVISION (TRANSIT COMMISSION) 


Re Surface Transportation Corporation 


[Case No. 3008.] 


Service — Busses — Gas fumes — Cleanliness — Regular schedules. 
1. The Commission did not take formal action upon a complaint of a 
merchants’ association against the alleged unclean condition of certain 
busses, the presence of noxious fumes therein, and the failure to maintain 
regular schedules, where evidence showed that the company was making 
a reasonable effort to eliminate such defects, p. 259. 


Commissions — Jurisdiction — Busses — Violations of speed limit. 
2. A complaint by a merchants’ association against the failure of the opera- 
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tors of a bus system to obey traffic laws was dismissed by the Commission 
for lack of jurisdiction, it being of the opinion that such matters were 
within the province of the police department, p. 259. 


[November 24, 1930.] 


Pape gest by a merchants’ association against the service 
of a bus system; service adjusted 


FuLLEN, Chairman: On July 15, 
1930, the Board of Transportation 
transmitted to the Transit Commis- 
sion communications from a number 
of civic associations in the borough 
of the Bronx concerning the service 
and equipment of the Surface Trans- 
portation Corporation, a subsidiary of 
Third Avenue Railway Company, 
operating a system of bus lines 
throughout the borough under a fran- 
chise contract from the city. The 
communications referred to included 
a petition by the Fordham Merchants’ 
Association which specified what it 
considered to be the five most essen- 
tial improvements needed in the bus 
operation and maintenance. They 
were: 

1, Cleanliness of the busses. 

2. Elimination of gas fumes. 

3. More civility to passengers on 
the part of company’s employees. 

4. Insistence that bus drivers ob- 
serve traffic signals. 

5. Maintenance of a regular and 
sufficiently frequent schedule to avert 
long waits. 

The Board of Transportation hav- 
ing been constituted the contractual 
agent of the city of New York in re- 
spect to the bus franchise contracts, 
it was arranged by the board and by 
the Transit Commission that joint 
hearings to inquire into the service 
and equipment of the bus company 
should be instituted to the end that 


inquiry might be made both from the 
regulatory and from the contractual 
standpoint. Accordingly, a hearing 
order was adopted by the Transit 
Commission and hearings were held 
from time to time before members of 
the Commission and of the Board. 

The widest opportunity was given 
to residents from the Bronx and to 
representatives of civic organizations 
to introduce at these hearings such 
evidence of conditions on the bus lines 
as they saw fit. In addition, special 
preparation was made by the bureaus 
of the Commission having to do with 
the immediate supervision of equip- 
ment and service; and altogether there 
was received a volume of statistical 
evidence as well as direct testimony 
about the matters under investigation. 
Particular stress was laid upon the 
five specific points raised by the pe- 
tition of the Fordham Merchants’ As- 
sociation, with the exception of that 
one having to do with the violation 
of traffic signals. While this was 
called to the attention of officials of 
the company, traffic control is a mat- 
ter peculiarly within the jurisdiction 
of the police department and is not a 
field for regulation by a Utility Com- 
mission. 

Certain conclusions can be adduced 
from the testimony taken. Neither 
the rolling stock nor the service 
rendered by the company is beyond 
criticism but the testimony given has 
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been to the effect that there has been 
a considerable improvement over 
earlier results of operation by this 
company and at a fairly consistent 
rate. As noted before, the Surface 
Transportation Corporation is a sub- 
sidiary of the Third Avenue Railway 
Company and bus operation is a new 
field of activity. There was a con- 
siderable amount of experimentation 
involved in the original equipment 
and in the case of one type of bus the 
power units had to be changed. Ade- 
quate painting and repair facilities 
were lacking at the outset, which ap- 
pear now to have been obtained. Sub- 
way construction in the Bronx, en- 
tailing as it did the serious inter- 
ference with the Concourse lines and 
necessitating, in some cases, detour- 
ing over uneven street surfaces, placed 
an unusual strain upon the operating 
company’s rolling stock and its serv- 
ice and maintenance requirements. 

The record shows that throughout 
the entire period of operation, from 
the latter part of 1927 down to date, 
the lines have been constantly under 
the surveillance of the respective 
bureaus of the Commission and that 
conferences have been held from time 
to time between members of the Com- 
mission and of the Board of Trans- 
portation and officials of the bus com- 
pany with the purpose of recommend- 
ing such improvements or changes in 
method as appear advisable to the 
supervisory employees of the Com- 
mission. As a result many valuable 
corrections were made. 

[1, 2] A considerable amount of 
experimentation has been gone into 
with the view of eliminating the an- 
noyance caused by gas fumes inside of 
the busses. Evidence concerning this 
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experimentation was given at the 
hearings and it is unnecessary to de- 
tail here the technical reasons assigned 
for the presence of those fumes or the 
technical steps which have been taken 
to eliminate them. Those fumes have 
undoubtedly caused a great deal of 
annoyance and discomfort to pas- 
sengers but there seems to be a real 
determination on the part of the com- 
pany to solve this problem. ‘The 
necessity for continued efforts in this 
direction is recognized by all parties 
and the Commission will keep itself 
constantly informed as to the prog- 
ress that is being made. 

The evidence taken at the hearing 
does not sustain the belief that there 
is general incivility on the part of the 
employees of the bus system. The 
employment superintendent of the 
company in charge of personnel testi- 
fied at some length regarding the ef- 
forts of the company to obtain a de- 
sirable type of employee and to train 
him to render safe and courteous 
service, and to supervise their person- 
nel to the end that such requirements 
will be lived up to. 

In the matter of cleaning and paint- 
ing, a considerable improvement has 
apparently been effected. Not only 
did witnesses for the company testify 
to this effect but Commission repre- 
sentatives and Winfred H. Roberts, 
the director of the central motor re- 
pair shop of the department of plant 
and structures, who has been called 
upon for a number of years to ap- 
prove specifications of automotive 
equipment to be used by the city of 
New York or on bus lines, stated that 
recent personal inspection had indi- 
cated a much better appearance on 
the part of the Surface Transporta- 
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tion Corporation’s busses. Cleanli- 
ness is so essential that the Commis- 
sion will require that the equipment 
be given regular sweeping and wash- 
ing. 

From the standpoint of service, ex- 
hibits introduced in evidence indicate 
a considerable number of equipment 
failures causing delay and incon- 
venience to passengers which seem to 
be of an avoidable character. Lack 
of oil and gasoline, defective brake or 
steering apparatus, to mention only a 
few of similar defects, are sources of 
inconvenience and even hazard and 
are difficult to excuse. A great num- 
ber of stoppages in service have been 
occasioned in the past by tire trouble. 
On some busses a new inner tube, 
known as an “air container” has been 
installed and the stoppages from tire 
trouble have been greatly reduced. 
Mr. Alfred T. Davison, counsel for 
the company, has written to the Com- 
mission, under date of November 20, 
1930, stating: 

“Mr. Cummings, our general super- 
intendent, made a special trip to Ak- 
ron, Ohio, after the closing of the 
case, and has obtained definite agree- 
ment from the B. F. Goodrich Com- 
pany to replace all discarded inner 
tubes with new air containers (inner 
tubes) at a rate which will insure all 
of our busses being so equipped on or 
about February 1, 1931.” 

Mr. Davison’s letter also stated that 
the inauguration of a new system of 
refueling had practically eliminated 
the cases of busses being out of gaso- 
line on the road, 

It was brought out at the hearings 
that it was difficult for inspectors of 
the company or of the Commission to 
test the device by which the treadle 
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exit doors may be opened in an 
emergency. This matter has been 
taken up since the close of the hear- 
ings with the general superintendent 
of the company and the device is now 
being arranged so that it may be test- 
ed without the necessity of removing 
or breaking the glass cover. The 
company should be required to keep 
all such emergency devices in proper 
condition and at all times equipped 
with the necessary hammers for 
breaking the glass doors. 

In the franchise contract, dated 
August 4, 1927, granted by the city 
of New York to Surface Transporta- 
tion Corporation, the number of pas- 
sengers to be carried is specified in 
§ 33, which reads as follows: 

“Section 33. The number of pas- 
sengers to be carried in any omnibus 
pursuant to this contract shall not at 
any time exceed the seating capacity 
of the omnibus, provided that during 
the hours between 6 o’clock a. M. and 
10 o’clock a. M. and during the hours 
between 4 o’clock Pp. Mm. and 7 o'clock 
P. M. on each day except Sundays, 
and during such other periods or 
under such other circumstances as the 
Board or its representative shall per- 
mit, the company may permit standees 
in its single deck type of omnibuses 
and on the lower deck of its double 
deck type of omnibuses, to an extent 
not to exceed, however, one half the 
number of seats in the portion of the 
omnibus where such standees are per- 
mitted as herein provided.” 

It was testified by the vice president 
of the company in charge of transpor- 
tation that the company has given 
written instructions to its operators 
that in the case of a single deck bus 
a load may be permitted in excess of 
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150 per cent of the seating capacity. 
However, the vice president testified 
that these instructions applied only to 
individual units and that if such an 
overloaded condition existed sufficient 
busses must be operated so that in no 
half-hour period more standing pas- 
sengers are carried than 50 per cent 
of the number seated. In other words, 
the company appears to have given an 
interpretation to § 33 of the contract 
not in accordance with its termino- 
logy. Moreover, the very apparent 
difficulties involved in applying the 
company’s interpretation appear suffi- 
cient to require a modification of its 
rule to the end that the operator of 
each bus will be charged with the re- 
sponsibility of seeing that his vehicle 
at no time carries a load in excess of 
that which the parties to the contract 
deemed suitable. Excessive overloads 
are inconsistent with comfortable 
transportation service and are particu- 
larly undesirable in busses. 

Another instance in which the com- 
pany fails to meet the requirements 
of the franchise is in respect to its 
Fordham-City Island line, Route No. 
12. It does not operate over its entire 
franchise route at all hours of the 
day. In other words, it is not possible 
to ride from one end of the line to the 
other without making a transfer. 
During the winter months there is 
through service to City Island in the 
rush hours and in the afternoon 
hours. At other times the service is 
operated from Fordham to Pelham 
Bay Station of the Interborough 
Rapid Transit Company only. Dur- 
ing the summer months or from the 
latter part of June to September 
through service is operated to City 


Island from early in the morning to 
about 11: 30 p. m. and then all service 
is short-lined from Fordham to Pel- 
ham Bay Station. When service is 
shortlined passengers desiring to ride 
from one end of the route to the 
other must get off one bus and trans- 
fer to another. This is not the ordi- 
nary short-lining of transportation 
facilities but is more in the nature of 
a shuttle service. The company at all 
times should operate at least a mini- 
mum through service between the 
termini of its franchise routes irre- 
spective of such additional short- 
line service as may be deemed de- 
sirable to operate. The unnecessary 
inconvenience to passengers of re- 
quiring a transfer from one section 
of a route to another, particularly in 
inclement weather, is obvious. 

In these views the other members 
of the Commission concur and like- 
wise the members of the Board of 
Transportation. 

Accordingly, the Transit Commis- 
sion will enter its order requiring 
minimum through service on its 
routes and the promulgation and en- 
forcement of a rule forbidding loads 
in excess of 150 per cent on individual 
busses during any period of opera- 
tion. It will require every bus in 
service to be thoroughly swept out on 
each round trip and to be thoroughly 
washed, inside and out, with soap and 
water, at least once every twenty-four 
hours. Furthermore, it will direct 
that the emergency door opening de- 
vices must be at all times in good 
order, must be arranged so that they 
can be conveniently tested and must 
be constantly equipped with the neces- 
sary hammers for breaking the glass. 
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Hotel Riviera, Incorporated 


Public Service Electric & Gas Company 


et al. 


Payment — Deposit — When a consumer lacks credit — Receivership. 
1. Insolvency of a customer, resulting in the appointment of a receiver, 
is prima facie evidence of lack of credit or the inability to meet debts 
as they accrue in the ordinary course of business, p. 262. 

Payment — Advance deposit — Hotel in receivership — Rules. 
2. The fact that, under rules governing deposits for gas and electric serv- 
ice, a hotel in receivership would have to deposit $2,000, which is twice 
the amount of the average monthly bill for gas and electricity, does not 
warrant a change or modification of the rules and regulations, p. 262. 

Payment — Deposit — Securing of telephone bills. 
3. The requirement of a deposit of twice the average monthly bill from 
a hotel in receivership to secure payment of telephone bills, in the absence 
of rules governing deposits for telephone companies, was held to be jus- 
tified, p. 262. 

Payment — Agreement between customer and utility — Installment deposit. 
4. An agreement between an insolvent customer and certain public utility 


companies serving it, whereby the customer will be allowed to pay a de- 
posit securing its credit on a weekly installment basis, does not require the 


approval of the Commission, p. 263. 
[November 19, 1930.] 


A PPLICATION of the receivers of a hotel company for the ad- 

justment of the amount of deposit required by a gas and 

electric company and a telephone company; deposit require- 
ments approved. 


¥ 


APPEARANCES: William Harris, its duties and powers, it is authorized, 
for Receivers of Hotel Riviera, Inc.; after hearing, upon notice, to fix just 
William H. Speer, for Public Service and reasonable rules and regulations 
Electric and Gas Company; Frederick applying to requirement of deposits 
W. Nixon, for New Jersey Bell Tele- to be observed by utilities. 
phone Company. [1-3] On September 6, 1928, the 

Board adopted certain rules, after 

By the Boarp: Under the act hearing and upon notice, for water, 

creating this Board and prescribing gas, and electric companies. No uni- 
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form deposit rule concerning tele- 
phone companies has been adopted. 
Concerning gas and electric com- 
panies, the rule provides: 

“ . . The initial deposit shall 
be the amount of the average bill of 
the customers of this class for a given 
billing period increased by one 
month’s average bill for customers 
billed monthly. . . .” 

The average monthly bill of the 
Public Service Electric and Gas Com- 
pany is about $1,000 and that of the 
New Jersey Bell Telephone Company 
$650 to $750. The deposit requested, 
therefore, to be paid by the Hotel 
Riviera to the Public Service Electric 
and Gas Company is $2,000 and to 
the New Jersey Bell Telephone Com- 
pany $1,500. 

The rules adopted by the Board ap- 
plying to the requirement for deposits 
are for the purpose of establishing 
customers’ credit where the same can- 
not otherwise be established. In- 
solvency of a customer, resulting in 
the appointment of a receiver, is 
prima facie evidence of lack of credit 
or the inability to meet debts as they 


accrue in the ordinary course of busi- 
ness. 

No facts are presented to warrant 
the Board changing or modifying its 


rules and regulations respecting these 


services. With respect to telephone 
service, the Board would require a 
deposit in accordance with the facts 
in a special case. Here the monthly 
charges are extraordinary and justify 
the requirement of a deposit of not 
less than two months’ average bill. 

[4] The parties indicate that they 
are in accord on some agreement re- 
specting the payments of the deposit 
in weekly amounts instead of pay- 
ment of the amount required in one 
sum. 

If the parties make an agreement 
satisfactory to themselves it is not 
necessary that it should require our 
approval. Under the stipulated facts 
before the Board, we find no reason 
to change or modify the rules and 
regulations concerning deposits as to 
gas and electric companies nor our 
views as above expressed concerning 
the deposit requirement of the tele- 
phone company. 
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Re Polson-Damsite Motor Transportation 


[Docket No. 1052, Report and Order No. 1576.] 


Certificates — Consent of private property owner — Motor carrier. 
1. A certificate of convenience and necessity for motor bus transportation 
for a route which lay in part over private property was granted, upon 
the promise of the owner of such private property to the Commission that 
it would execute an easement in favor of whichever motor carrier the 
Commission would certify, p. 264. 
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Certificates — Preference between applicants — Local residence. 
2. As between seven applicants for certificates to operate a motor carrier 
route, all other things being equal, the Commission favored one who was 
a resident and a taxpayer in the district to be served, p. 265. 


(Younc, Commissioner, dissents.) 
[November 18, 1930.] 


N BANC, 


APPLICATION of seven parties for certificates of 


convenience and necessity to operate as motor carriers over 
a certain route; one granted, six denied. 


APPEARANCES: Lloyd I. Wallace, 
Missoula, attorney for applicant Clar- 
ence A. Brown; Charles Volk, Sr., 
for applicant Great Falls-Marony 
Transportation Company; applicants 
Alfred L. Clausen, Rimini, and C. W. 
Smith, Missoula, appearing in per- 
son; M. M. Duncan, Virginia City, 
attorney for applicant M. R. Drake; 
James A. Culligan, Polson, for Pol- 
son Taxi Company; A. J. Lowry, 
Polson, attorney for applicant C. P. 
Cowman; J. B. C. Knight, Anaconda, 
attorney for applicant Intermountain 
Transportation Company; Francis A. 
Silver, counsel, for the Board. 


[1] By the Boarp: The need for 
motor transportation between Polson 
and a point on the Flathead river a 
few miles south and west, is brought 
about by the construction of a dam 
in what is known as the gorge, by the 
Rocky Mountain Power Company, a 
permit for which has recently been 
issued by the Federal Power Commis- 
sion. Although the work on the dam 
had not actually commenced at the 
time of this hearing, it became ap- 
parent that it would only be a matter 
of a short time until transportation 
of persons and property would have 
to be provided to and from Polson, 
and as a matter of fact that time has 


> 


now arrived. Action by the Board 
on the several applications herein has 
been deferred owing to the fact that 
the testimony taken shows that a por- 
tion of the route over which such 
transportation would be conducted is 
not a public highway; that in order 
to reach the damsite it would be 
necessary to go upon private ground, 
over which there were mere trails 
after leaving the main roads. Ac- 
cordingly, the Board was not in a po- 
sition to issue a certificate to any ap- 
plicant authorizing him to conduct a 
public service between these locations. 
The motor-transportation act pro- 
vides: 

“An act providing for the super- 
vision and regulation of the transpor- 
tation of persons and property for 
compensation over any public high- 
way in the state of Montana by motor 
vehicles, motor trucks, motor busses, 
bus trailers, semitrailers, and other 
motor vehicles; defining what con- 
stitutes transportation for compensa- 
tion, defining transportation com- 
panies, and providing for the super- 
vision and regulation thereof by the 
Railroad Commission of Montana; 
providing for the enforcement of this 
act and the punishment for violation 
thereof and declaring an emergency.” 

It now develops that the Rocky 
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Mountain Power Company has laid 
out a feasible route, which, apart from 
the public highways will be upon land 
owned or controlled by it, and over 
which it has the right to permit by 
easement transportation by a common 
carrier, The power company has ad- 
vised us that it will execute such an 
easement in favor of the operator to 
whom the Board shall elect to issue a 
certificate. 

[2] Coming now to a consideration 
of the merits of the several applica- 
tions, we must do so in the light of 
the testimony and our knowledge of 
the situations that must be met. A 
certificate granted by the Board “shall 
not be an exclusive right or license to 
operate over any route .” (Sec- 
tion 4, Chap. 154, Laws of 1923), but 
a certificate may not be issued to a 
second applicant unless the licensee 
fails to meet the transportation needs 
of the community that he is expected 
to serve. Hence, in determining which 
one applicant appears to be best fitted 
to fulfil his obligations to the public, 
we must look to the record, experi- 
ence, and other qualifications of all 
who have offered their services. It 
is very evident that there should 
not be more than one “transpor- 
tation company” as defined by the 
act, licensed on the route in ques- 
tion; at least not until it has been 
shown as the work progresses that 
one concern is unable to handle the 
traffic. 

Since the date of hearing, as above, 
the Intermountain Transportation 
Company has withdrawn its applica- 
tion from further consideration, and 
in deference to applicant C. P. Cow- 
There remains, then, for our 


Volk, Clausen, Smith, Drake, Polson 
Taxi Company, and Cowman. In 
justice to all of the above-named, let 
it be stated that there is apparently 
no question as to their ability, finan- 
cially or otherwise, to provide the 
necessary equipment and to conduct 
such a service as the situation may de- 
mand. Consequently, our task now 
is to determine what if any advan- 
tages there may be to influence a pref- 
erence, bearing in mind the transpor- 
tation situation as it is now and likely 
will be for some time. 

With the exception of applicant 
Cowman and Polson Taxi Company, 
those seeking a certificate come from 
various parts of the state; and while, 
as stated above, well qualified to carry 
out such obligations as they might 
undertake in this respect, we feel that 
one who is a resident and taxpayer in 
that district, other things being equal, 
is as a matter of right entitled to such 
favorable consideration as may con- 
sistently be extended. In this connec- 
tion the record shows that the Polson 
Taxi Company is a comparatively 
recent industry in that city, while the 
applicant Cowman, a resident of Pol- 
son, has been continuously engaged 
in the motor bus business between 
Polson and Kalispell, Montana, for 
the past nine years, and that the serv- 
ice rendered during these years has 
been satisfactory, is attested by a 
number of witnesses, patrons of his 
transportation line. Cowman owns 
ample equipment to take care of any 
increase in traffic that may develop 
from time to time, and inasmuch as 
service to the damsite would be 
handled in codrdination with other 
transportation projects in his terri- 


man. 
consideration, applicants Brown, tory, he is in a position to and pro- 
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poses to charge a lesser rate than any 
of the others could see their way clear 
to offer. In the circumstances, we 
are of the opinion that a certificate of 
public convenience and _ necessity 
should be issued to applicant C. P. 
Cowman, Polson, Montana. 

An appropriate order will be 
entered. 


Commissioner Young asks to let 
the record show that he favors grant- 
ing the permit to Charles E. Volk, 
Great Falls. 


Younc, Commissioner: Let the 
record show that I favor giving the 
permit to Charles E. Volk, of Great 
Falls. 
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Re Sussex Telephone Company 


Return — Necessity for exact valuation. 


1. An application of a telephone company for increased rates which were 
calculated to produce a return of only 2.856 per cent was granted, not- 
withstanding objections to certain items in the claimed valuation, in view 
of the fact that the proposed rates would not produce an excessive return 
on any reasonable valuation of the properties involved, p. 267. 


Rates — Telephones — Toll charge — Excessive use. 


2. A telephone toll charge of 10 cents per message between two small ex- 
changes to prevent excessive use by a few subscribers of the line was 
approved, notwithstanding the fact that the additional revenue from such 
toll charges would be very small, p. 267. 


[November 18, 1930.] 
F  piesncene ga of a telephone company for increased rates; 


granted. 


- 


APPEARANCES: William A. Dolan, 
for the petitioner; Harry V. Osborne, 
for Newton Chamber of Commerce, 
et al.; Sorg, Duncan & Bailey, by L. 
A. Duncan, for Arthur D. Crane 
Company. 


By the Boarp: On April 29, 1930, 
the applicant company filed a new 
schedule of exchange rates and rules 
governing telephone service in Lake 
Mohawk and Sparta which area was 
segregated out of the Newton area 


to.form a new exchange area. It also 
filed a toll rate of 10 cents for an 
initial period of five minutes on calls 
in either direction between Newton 
and the newly constituted Lake Mo- 
hawk central office area. 

On June 16, 1930, it filed a similar 
schedule of rates for the Newton 
central office area reduced by the 
above-mentioned segregation. 

On June 19, 1930, a petition was 
filed with the Board by a number of 
residents of Sparta asking that the 
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RE SUSSEX TELEPHONE COMPANY 


Board take such action as necessary 
to prevent the applicant from making 
any charge for service on calls from 
Sparta to Newton or from Newton to 
Sparta. Accordingly, the proposed 
schedules in both the Lake Mohawk 
and Newton areas were suspended by 
order of the Board dated June 24, 
1930, and the matter, pursuant to no- 
tice, was set down for hearing on 
September 17, 1930. 

The Board also received complaints 
protesting against the suspension of 
the new schedules in the Lake Mo- 
hawk exchange area. 

The applicant company, “The Sus- 
sex Telephone Company,” was incor- 
porated February 25, 1929, and pur- 
chased as of July 1, 1929, the fixed 
capital and assets of “Sussex Tele- 
phone Company,” incorporated July 
23, 1897, and the first-named com- 
pany took over the operation of the 
system as of July 1, 1929. 

[1] In its proofs the applicant sub- 
mitted Exhibit P-l amended, the 
summary of which is set forth in Ap- 
pendix I hereto. [Appendix I omit- 
ted.] This shows as of February 1, 
1930, a valuation of the Newton and 
Lake Mohawk properties combined, 
pertinent in the instant case, in the 
amount of $275,586, and it also 
shows a valuation of the remainder 
of the applicant’s property; an esti- 
mated income statement is set forth 
indicating a total operating revenue 
of $48,918 and operating expenses of 
$47,787, leaving an operating income 
of $1,131 in these two exchange areas 
under existing rates. The proposed 
rates are estimated to increase this 
$1,131 operating income to $7,870 
which is a return of 2.856 per cent on 
the claimed value of $275,586. Ob- 
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jection was made to certain items in 
this valuation, but it is evident that 
the return of $7,870 is so small that 
the claimed value could be reduced 50 
per cent and not result in an excessive 
return thereon.’ For this reason it is 
not necessary to make an accurate de- 
termination of value. 

Attention was called to the fact 
that the applicant’s estimates of de- 
preciation expense and taxes showed 
large increases over similar items in 
former years. It was shown, how- 
ever, that the increase for taxes was 
by reason of the erection and equip- 
ment of a modern central office build- 
ing in Newton and of an automatic 
exchange in Lake Mohawk, which 
would naturally result in the increased 
taxes as estimated. 

In Exhibit P—5 the applicant sub- 
mitted a calculation in which the per- 
centages for depreciation expense for- 
mulated by the Board in the New 
York Telephone Rate Case (Vol. XI, 
N. J. P. U. C. R. 608, 672, P.U.R. 
1925C, 767, 826) were used. The 
total depreciation so computed did not 
vary greatly from that used by the 
company in its set up in Exhibit P-1 
aforesaid. 

A comparison of the proposed and 
existing rates and their effect on 
revenue are shown in Appendix II 
[Appendix II omitted] based on last 
sheet of Exhibit P-1. 

It appears then from the record in 
this matter that the proposed rates 
will not produce an excessive return 
on the value of the applicant’s prop- 
erty. 

[2] Coming now to particular 
rates, the complainants objected to the 
imposition of a 10-cent toll charge on 
each call for an initial period of five 


267 








NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


minutes in either direction between 
Newton and Sparta. The claim was 
stressed that the annoyance to sub- 
scribers exceeded the small addi- 
tional revenue which this charge 
was estimated to produce. The ap- 
plicant in rebuttal claimed that the 
toll charge was necessary to avoid 
the excessive use, by a few sub- 
- scribers, of the lines which resulted 
in slowing up service to the detriment 
of others. 

The situation in this matter paral- 
lels the experience of the predecessor 
of the applicant in the Branchville 
area in which it became necessary to 
impose a similar 10-cent toll charge 


for the same reasons (Vol. XII N. J. 
P. U. C. R. 135, P.U.R.1926A, 152). 
To deny the company’s proposed toll 
charge would effect discrimination 
against other localities in its territory 
and would be contrary to common 
telephone practice throughout the 
country under the conditions appear- 
ing in this case. 

The Board therefore finds and de- 
termines that: 

1. The proposed schedules of tele- 
phone rates for Newton, and for Lake 
Mohawk and Sparta are just and rea- 
sonable. 

2. The complaint in this matter 
should be and is hereby dismissed. 
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Meadville — Company 


Petroleum Telephone Company 


[Complaint Docket No. 8239.] 


Bell Telephone Company 


Petroleum Telephone Company 


[Complaint Docket No. 8258.] 


Bell Telephone Company 


Mutual Telephone Company 


[Complaint Docket No. 8259.] 


Monopoly and competition — Commission authority — Territorial agreement. 
1. Although the Commission is ordinarily not concerned with the enforce- 
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ment of contracts as between utilities, it does have authority, in the exer- 
cise of its powers and duties to prevent unnecessary duplication of utility 
service, to approve and enforce territorial agreements voluntarily executed 
between utilities for the purpose of eliminating competition in specified 
areas, p. 271. 


Monopoly and competition — Telephone companies — Violation of territorial 


pact. 
2. The extension of local service by a utility, which is a party to a ter- 
ritorial agreement with another similar utility, into territory outside of its 
agreed area as specified in such pact, is improper and illegal in the absence 
of approval of the Commission, p. 272. 


Monopoly and competition — Territorial agreement — Telephone messages be- 


tween utility officials. 
3. The transmission of messages between executive officers of a telephone 
company outside of the area specified for its operation in a territorial 
agreement with another telephone company does not constitute a violation 
of such pact where such messages are restricted to mere administrative 


business purposes, p. 272. 
[November 18, 1930.] 


¢ ee by two telephone companies against two other 
telephone companies for alleged violations of territorial 
agreement; one complaint sustained, the other dismissed. 


ss 





By the Commission: The three 
complaints here in issue deal with the 
same situation, involve the same ques- 
tions, and will, therefore, be con- 
sidered and disposed of together. 
They are based upon the construction 
by Petroleum Telephone Company of 
a telephone line northwestwardly 
from Titusville, Crawford county, 
through its exchange at Hydetown to 
the borough of Centerville, and the 
proposed construction by the Mutual 
Telephone Company of a line from a 
point about 2 miles south of its ex- 
change at Union City, Erie county, 
southeastwardly to meet the former 
company’s new line at Centerville. 
The line as constructed is mostly upon 
private right of way and is of modern 
high class toll construction. The 
complaints of the Bell Telephone 
Company (Nos. 8258 and 8259) 


P.U.R.1931A. 


were heard together and the record 
so developed was offered in evidence 
in the Meadville Company’s com- 
plaint (No. 8239). The ruling upon 
this offer having been reserved by the 
examiner, the Commission now ad- 
mits this in evidence. 

Prior to 1924 the Petroleum Com- 
pany was rendering telephone service 
competitively with the Bell Company 
in the counties of Crawford, War- 
ren, Forest, and Venango chiefly 
in and near the cities of Oil City, 
Franklin, and Titusville. On March 
27, 1924, the Bell and Petroleum 
Companies entered into an agreement 
subsequently approved by the Com- 
mission on June 17, 1924 (Applica- 
tion Docket Nos. 10856 and 10869) 
whereby the Bell Company sold to the 
Petroleum all its facilities for local 
service and certain facilities for toll 
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service within the area in which the 
Petroleum was then operating as 
designated on a map attached to the 
agreement. The Bell further agreed 
not to render local exchange or toll 
service within this area. The Petro- 
leum sold to the Bell certain toll 
facilities between points within the 
area and points without, and agreed 
that it would “not construct, pur- 
chase, lease, or otherwise provide or 
allow to be provided, any circuit, cir- 
cuits, or toll line facilities from any 
points located within the area, to 
points without said area, without the 
consent, in writing, of the Bell Com- 
pany and the approval of the Public 
Service Commission,” with certain 
exceptions of no importance here. 
The parties further agreed to enter 
into a separate contract for the hand- 
ling of toll business with outside 
points over Bell lines in conformity 
with the Bell Company’s standard 
form of agreement. 

A similar agreement approved by 
the Commission on November 9, 1925 
(Application Docket No. 12877) re- 
moved the competitive situation in 
Erie county. The Bell Company sold 
to the Mutual Company all its local 
exchange equipment in Erie county, 
but retained certain lines between its 
exchanges therein for use in the trans- 
mission of toll messages to points out- 
side the county. The Bell Company 
likewise agreed that after consumma- 
tion of the sale it would discontinue 
all local exchange service within Erie 
county, and would not render toll 
service between any two points there- 
in. The Mutual Company entered 
into an agreement with respect to toll 
lines identical with that made by the 
Petroleum Company, quoted above. 


Separate agreements between the 
parties for the interchange of toll 
messages were to be made in accord- 
ance with the standard Bell traffic 
agreement. 

From the agreements and the subse- 
quent acts of the parties, it is clear 
that the intention was the elimination 
of competition and the consolidation 
of service, each of the parties with- 
drawing from the service to be 
rendered by the other. Within their 
respective areas the Petroleum and 
the Mutual were to provide exchange 
and toll service exclusively. Outside 
these areas the service was to be given 
by the Bell or its other connecting 
companies. Toll service between 
points within the respective territories 
and outside points throughout the 
state would be rendered by the Bell. 
The acquisition by the Bell Company 
of the line of the Petroleum Company 
from Titusville, Crawford county, to 
Corry in Erie county, where connec- 
tion was had with the Mutual Tele- 
phone Company, was clearly for the 
protection of this exclusive Bell oper- 
ation, the line later being removed 
and the service rendered over other 
Bell wires. While the Petroleum 
Company has continued to maintain 
certain lines which it had extending 
beyond the line marked upon the map, 
there is no evidence of any further 
extension of these or other lines from 
the making of the agreement up to 
the construction work which lead to 
the present complaints. 

Between the territories of the two 
companies and to the west of them is 
the territory of the complainant, 
Meadville Telephone Company, oper- 
ating over the greater part of Craw- 
ford county under agreements with 
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the Bell similar to those of the re- 
spondent. This company is now sup- 
plying telephone service in the 
borough of Centerville and has done 
so since 1907 or 1908. While it has 
no subscribers outside the borough 
along the direct highway to Sturde- 
vant’s Corners, to which the Petro- 
leum Company’s lines have hereto- 
fore extended, it does have a number 
of subscribers within the borough, 
some of them upon the highway in 
question. Other subscribers of this 
company are outside the borough in 
the area immediately adjacent there- 
to. There is no evidence of record as 
to whether the section along the high- 
way in question south of Centerville 
can be more adequately served by an 
extension of the Meadville lines in 
Centerville or of the Petroleum lines 
from the south. The Peoples Mutual 
Telephone Company of Riceville also 
supplies telephone service competitive- 
ly with the Meadville Company in the 
territory between the Mutual and the 
Petroleum companies, chiefly to the 
north of Centerville. The Peoples 
Mutual and both respondents are 
owned by the Associated Telephone 
Utilities Company. 

The complaint of the Meadville 
Company is directed to the threatened 
violation by the Petroleum Company 
of the agreement mentioned, in that 
the latter proposes to render local ex- 
change service in the territory previ- 
ously regarded by the complainant as 
its own; the complaint of the Bell 
Telephone Company is directed pri- 
marily to the threatened invasion of 
its heretofore exclusive toll business 
passing between the Petroleum ex- 
changes and those of the Mutual 
Company. 
P.U.R.1931A. 


PETROLEUM TELEPH. CO. 


The complainant Bell Company has 
obtained preliminary injunctions in 
Venango and Erie counties against 
the Petroleum and Mutual companies, 
respectively, restraining the continu- 
ation of the construction work. Hear- 
ing for permanent injunction has been 
continued pending the disposition of 
the complaints before this Commis- 
sion. 

It is contended by the complainant 
Meadville Company that inasmuch as 
the Petroleum Company’s charter 
specifies certain routes over which its 
lines extend, it may not construct 
other lines even in the same general 
territory without the approval of the 
Commission. In view of its disposi- 
tion of the question discussed below, 
the Commission does not deem it 
necessary to decide this point. 

[1] The respondent’s brief in the 
Bell complaint suggests that the Pub- 
lic Service Commission is not inter- 
ested in the enforcement of the agree- 
ments between companies, and that 
such matters are primarily for the 
courts. While the Commission is in 
agreement with this statement as a 
principle, it is of opinion that con- 
tracts of the kind here involved, which 
have been approved by the Commis- 
sion in the public interest and have 
been carried into execution, create not 
only a contractual obligation but in- 
volve matters of public interest over 
which the Commission has jurisdic- 
tion. 

Under the Public Service Company 
Law, Article III, § 2, the creation of 
a public service company must be ap- 
proved by the Commission and also 
the beginning of the exercise of its 
charter rights. These are separate 
requirements, Schuylkill R. Co. v. 
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Public Service Commission (1927) 92 
Pa. Super. Ct. 136, P.U.R.1928C, 241. 
Before a corporation which had been 
creatéd prior to the effective date of 
the Public Service Law, could begin 
the exercise of its rights, powers, and 
privileges, the approval of this Com- 
mission was necessary. Re Relief 
Electric Light, Heat & P. Co. 63 Pa. 
Super. Ct. 1, P.U.R.1916D, 592. The 
approval of the Commission of the 
agreements of 1924 and 1925 for the 
sale of property and the withdrawal 
of vendor companies from active serv- 
ice of the kind affected, was neces- 
sarily not only an approval of the sale 
of the facilities involved but also of 
the resulting withdrawal of the vend- 
ors from the type of service rendered 
by those facilities. When the respond- 
ent sought the Commission’s approval 
of the contracts in which, inter alia, 
they had agreed not to construct, 
lease, or otherwise provide or per- 
mit to be provided, toll lines or other 
facilities for service within their re- 
spective areas and outside points, 
they placed themselves as to such 
service in the same situation as a 
company which had not rendered 
the service so as to require as a con- 
dition precedent the approval of the 
Commission in order to render that 
service at any subsequent time. It 
follows that before the respondent 
companies can engage in public tele- 
phone service outside of areas em- 
braced in the agreements approved by 
the Commission or between points 
within these areas and outside points, 
the approval of the Commission is 
necessary. 

[2, 3] Testimony of the exact use 
to be made of the line in question is 
somewhat confused and indefinite. An 
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argument of the Bell complaint coun- 
sel for respondents expressly stated, 
apparently referring to toll service 
only, that there is no present intention 
of transmitting messages over the line 
in question except those between the 
managerial offices of the two com- 
panies in Erie and Oil City for the 
purposes of their business adminis- 
tration. It is clear, however, from 
the evidence that respondent Petro- 
leum Company intends to render local 
exchange service to patrons along the 
line in the area between Centerville 
and Sturdevant. It likewise appears 
that the Peoples Mutual Telephone 
Company of Riceville intends to use 
the portion of the line passing through 
its territory for local service. 

Much space is given in the briefs 
of counsel to the question whether or 
not the transmission of messages be- 
tween the executive offices of re- 
spondent companies for business pur- 
poses over this line is a violation of 
the agreement of the parties. As has 
been indicated the proper interpreta- 
tion of the contracts and their en- 
forcement as such, may be left to the 
courts. The Commission is satisfied, 
however, that the transmission of 
such interoffice messages is not the 
rendition of public telephone service. 

Upon the evidence of record the 
Commission accordingly finds that 
the respondent Petroleum Company’s 
intended local service along the line 
in question in territory outside of the 
area marked upon the map contained 
in its agreement of March 27, 1924, 
is improper and illegal until such ex- 
tension of its operating territory is 
approved by this Commission. The 
propriety of approving such an ex- 
tension in the public convenience is 


272 











MEADVILLE TELEPH. CO. v. 


not now before us. The complaint of 
the Meadville Company against this 
respondent (Complaint No. 8239) 
will accordingly be sustained. 

Inasmuch as the present record 
does not indicate any intention of re- 
spondents in Complaint Nos. 8258 
and 8259 to render public service over 
this line beyond the limits of the area 
contained in the agreements, these 
complaints must be dismissed ; There- 
fore, 

Now, to wit, November 18, 1930, 
it is ordered: That the complaint of 
Meadville Telephone Company, Com- 


PETROLEUM TELEPH. CO. 


plaint Docket No. 8239, be and is 
hereby sustained, and that Petroleum 
Telephone Company, respondent, fur- 
nish no local exchange service in the 
area between Centerville and Sturde- 
vant, without having first obtained 
the approval of the Commission evi- 
denced by its certificate of public con- 
venience. 

It is further ordered: That the 
complaints of the Bell Telephone 
Company of Pennsylvania, Com- 
plaint Docket Nos. 8258 and 8259, be 
and they are hereby severally dis- 
missed. 





WASHINGTON DEPARTMENT OF PUBLIC WORKS 


Re Port Ludlow-Kingston Transportation 
Company 


[Order S. B. C. 98, S. B. C. Hearing No. 64.] 


Monopoly and competition — Ferry service — Existing facilities. 
1. A certificate giving authority for the operation of a new ferry service 
across Puget Sound, which had previously been issued but subsequently 
remanded by the state supreme court for a specific finding that the ter- 
ritory or district to be served was or was not served by an existing cer- 
tificate holder, was reaffirmed by the Commission upon a finding that the 
proposed service did not invade the “district” served by any existing cer- 


tificate holder, p. 275. 


Monopoly and competition — Ferry service — Territorial division. 
2. The Commission repudiated the contention that all ferry service over 
Puget Sound should be divided into two districts, east and west, and held 
that a statutory provision restraining the Commission from granting new 
certificates for service in “territory or districts already served” by existing 
certificate holders should not be extended beyond the strict necessity of 


any particular case, p. 275. 


{November 13, 1930.] 


A 


PPLICATION of the operator of a ferry service for an 
amendment enlarging territorial rights in its certificate; 


upon remand from the state supreme court for a specific finding 
of fact as to the proposed service, authority formerly granted 
reaffirmed. 


P.U.R.1931A.—18. 
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By the DEPARTMENT: This mat- 
ter came on regularly for hearing at 
Ballard, Washington, on the 6th day 
of August, 1930, pursuant to notice 
duly given, before Fred K. Baker, 
Director; Enoch W. Bagshaw, Sup- 
ervisor of Transportation; and Frank 
Purse, Supervisor of Public Utilities ; 
the Department being represented by 
John C. Hurspool, Assistant Attorney 
General; E. J. Delbridge, Reporter. 

The parties were represented as 
follows: 

Ballard-Ludlow Ferry Company, 
by Philip D. Macbride, Attorney, 
Seattle; Port Ludlow-Kingston 
Transportation Company, by Edgar 
C. Snyder, Attorney, Seattle; Puget 
Sound Navigation Company and 
Sound Ferry Lines, Incorporated, by 
Bogle, Bogle & Gates, Attorneys, 
Seattle, and Edward G. Dobrin, At- 
torney, Seattle; Port Commission of 
Seattle, by George B. Lamping, Seat- 
tle; Sequim Chamber of Commerce, 
by J. W. Lindsay, Attorney, Port 
Angeles; Ballard Commercial Club, 
Sunset Hill Improvement Club, Whit- 
tier Heights Improvement Club, 
Olympic Heights Improvement Club, 
and Gilman Park, by L. R. Savage, 
Attorney, Seattle. 


History of the Case 


For some years prior to 1927 the 
Port Ludlow-Kingston Transporta- 
tion Company had been operating 
vessels furnishing passenger and 
freight service between Port Ludlow 
and Seattle and intermediate way- 
points. On the passage of the Steam- 
boat Certificate Act (Chap. 248, Laws 
of 1927) this company applied for and 
obtained a certificate covering the 
service theretofore furnished. On 


P.U.R.1931A. 


January 22, 1929, application was 
filed with the Department to amend 
the certificate so as to authorize ferry 
service between Port Ludlow and 
Seattle in addition to the passenger 
and freight service and to transfer the 
certificate as amended to the Ballard- 
Ludlow Ferry Company. A hearing 
was held after which the Department, 
on March 16, 1929, entered its Order 
S. B. C. No. 78 granting the applica- 
tion to furnish ferry service and 
transferring the amended certificate 
to Ballard-Ludlow Ferry Company. 
The order of the Department was re- 
viewed in the superior court of Thurs- 
ton county by Puget Sound Naviga- 
tion Company. The court expressed 
the opinion: “That the record shows 
not only that the territory is served 
by petitioner herein, but, also, that the 
order of the Department attempting 
to amend the certificate of respondent 
is in fact not an amendment, but the 
granting of a certificate for a ferry 
service,’ and entered an order re- 
versing the order of the Department. 
An appeal was taken to the supreme 
court of Washington, which court 
in its opinion published in 56 Wash. 
Dec. p. 290, reversed the superior 
court and ordered that the cause 
be “remanded with instructions to 
the superior court to refer the mat- 
ter to the Department with directions 
to grant a rehearing on the question 
of whether the applicant is seeking a 
certificate in or for territory already 
served.” Thereafter the superior 
court entered its decree ordering that 
the matter be “referred to the Depart- 
ment of Public Works of the state of 
Washington and that said Depart- 
ment be, and is, directed to grant a 
rehearing on the question of whether 
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the applicant, Ballard-Ludlow Ferry 
Company, is seeking a certificate of 
public convenience and necessity for 
territory already served.” 

The superior court was evidently 
of the opinion that the question of 
public convenience and necessity was 
foreclosed by the original order of the 
Department and by the decision of 
the supreme court. The Department 
is of the same opinion. In its first 
order it made a specific finding that 
public convenience and necessity re- 
quired the proposed ferry service. 
The order was reversed by the su- 
perior court, as shown by its memo- 
randa opinion filed in the case, for the 
sole reason that the territory proposed 
to be served by applicant was already 
being served by the protestant. The 
supreme court noted the findings of 
public convenience and necessity and 
thereafter remanded the cause for a 
finding and determination of one 
specific question, to wit, whether the 
territory proposed to be served was 
already served by a certificate holder. 
The Department, therefore, concluded 
that the question of public conven- 
ience and necessity had been fully 
adjudicated and in the notice of hear- 
ing and at all times during the hear- 
ing attempted to limit the evidence to 
the question referred to it by the su- 
perior court. Much of the evidence 
introduced at the rehearing bears on 
public convenience and necessity. It 
also bears upon the question referred 
to the Department and will be consid- 
ered only in connection with that 
question. 

The Department of Public Works 
having considered all of the evidence 
offered in this cause, both in the orig- 
inal hearing and at the rehearing, and 


P.U.R.1931A. 


having examined all exhibits and doc- 
umentary evidence introduced and 
having read briefs of respective coun- 
sel, and being fully advised in the 
premises, now makes and enters the 
following 


Findings of Fact 

[1, 2] This cause was remanded to 
the Department by the superior court 
of Thurston county with directions to 
determine whether or not the ferry 
operations proposed by applicant are 
into a territory or between districts 
already served. 

The applicable statute is that por- 
tion of § 1, Chapter 248, Laws of 
1927, reading as follows: 

— Department shall not 
have power to grant a certificate to 
operate between districts and/or into 
any territory already served by an 
existing certificate holder. “1 

This provision is a restriction upon 
the rights of the Department to grant 
a certificate and upon the rights of 
the public to receive service even when 
found to be convenient and necessary. 
We do not believe it should be ex- 
tended beyond the strict necessity of 
the case. 

In Puget Sound Nav. Co. v. De- 
partment of Public Works, 152 Wash. 
417, P.U.R.1929E, 667, 671, 278 
Pac. 189, the supreme court said: 

“The question, what is territory 
already served, is a question of fact. 
Before that fact can be determined, 
it requires consideration of economic 
conditions, ofttimes involving expert 
testimony; a consideration of the 
kinds, needs, and methods of travel; 
the question of population warranting 
additional facilities for transporta- 
tion, or the possibility of the addi- 
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tional means of transportation in- 
creasing the population so as to ulti- 
mately make the venture a success. 

It is purely an economic 
question as to whether this business 
can again be built up, restored, and 
increased by convenient transporta- 
tion. All such questions must be de- 
termined in the first instance by the 
Department.” 

Unquestionably other questions 
might be involved which did not then 
occur to the court. 

The protestant, Puget Sound Nav- 
igation Company, contends that the 
territory proposed to be served by 
the applicant is already served by the 
Edmonds-Ludlow Ferry and by the 
Seattle-Port Townsend-Port Angeles 
Ferry. It makes the further conten- 
tion that all of the routes crossing 
Puget Sound are operating in one 
common territory; or, in other words, 
that there are only two districts; i. e., 
the area lying east of Puget Sound 
and the area lying west of Puget 
Sound. The effect of upholding this 
last contention would be to freeze the 
transportation service across Puget 
Sound in its present condition. No 
new ferry route could ever be estab- 
lished. The Department does not be- 
lieve the legislature ever intended so 
broad a franchise, but rather intended 
to prevent a duplication of operations. 

The Department does not believe 
that it can be seriously contended that 
the proposed service unlawfully in- 
fringes upon the territory served by 
the Seattle-Port Townsend-Port An- 
geles ferry or the Bremerton ferry of 
the Puget Sound Navigation Com- 
pany. It is, of course, true that Port 
Ludlow, Port Townsend, and Port 
Angeles are all located on the Olympic 


P.U.R.1931A. 


Peninsula and it is also true that the 
traveler can reach the Olympic Penin- 
sula by taking either the Bremerton 
ferry or the Seattle-Port Townsend- 
Port Angeles ferry. These routes are 
entirely distinct from the route pro- 
posed by applicant and the service is 
radically different. Protestant’s chief 
contention is that the territory pro- 
posed to be served is now being served 
by Edmonds-Ludlow ferry and that 
the installation of the proposed serv- 
ice would have the inevitable effect 
of dividing the business. 

The Department is of the opinion 
that the Edmonds-Ludlow ferry is 
not furnishing service between Seattle 
or Ballard and Ludlow within the 
meaning of the statute. Edmonds is 
an incorporated city located in Sno- 
homish county, 16 miles north of 
Seattle and about the same distance 
south of Everett. Although the rec- 
ord is silent, the Department of its 
own knowledge is aware that Ed- 
monds has its own business and com- 
mercial life as independent of Seattle 
as is Everett. It is in no sense a part 
of the Seattle district unless all of the 
area between Everett and Tacoma can 
be called the Seattle district. It is, 
of course, true that Seattle people can 
and do use the Edmonds-Ludlow 
ferry to reach the Olympic Peninsula, 
but Exhibits 32, 33, 34, and 35 show 
that the ferry is used by people from 
almost every town on the Pacific 
Coast. Surely all of these towns can- 
not be said to be in the district served 
by the ferry within the meaning of the 
statute. 

Seattle has a population of more 
than 300,000, a majority of which 
live north of Lake Union and the 
Canal. More than 50,000 people live 
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in the Ballard district bounded on the 
south by the Canal and on the east 
by Phinney Ridge. The Ballard dis- 
trict, although included within the 
municipal limits of Seattle, is in many 
ways a separate community. It has 
its own banks, retail stores, jobbing 
and wholesale houses, cold storage 
plants, manufacturing and industrial 
establishments, commercial club, and 
other activities. The Port Commis- 
sion of Seattle has included as a part 
of its comprehensive scheme the con- 
struction and development of ferry 
terminals at Ballard. Ballard has a 
natural harbor, protected from the 
prevailing winter winds and reached 
by streets on a water grade. 

The Olympic Peninsula has a popu- 
lation of nearly 30,000, most of whom 
live within a few miles of the Straits 
of Juan de Fuca. The total land area 
of the two counties is 2,259,840 acres, 
of which only 91,762 acres or 4 per 
cent is in cultivation, the balance be- 
ing mostly timber lands. In the last 
ten years the number of farms in 
Clallam county increased from 607 to 
732 and in Jefferson county decreased 
from 354 to 274. The increase in 
population in the two counties in the 
last ten years is largely on account of 
increases at Port Angeles and Port 
Townsend and can be ascribed to the 
construction of pulp and paper plants 
at those points. Outside these two 
cities, the two counties have practical- 
ly stood still, in population and 
industrial and agricultural develop- 
ment. Witnesses from the penin- 
sula express the opinion that the 
main factor in developing the coun- 
try is transportation, particularly to 
Seattle. 

It is, of course, a matter of com- 
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mon knowledge that the industrial and 
agricultural development of the penin- 
sula has scarcely begun. Land will 
not be cleared and brought under cul- 
tivation unless the products can be 
marketed at a profit. The evidence 
establishes that many agricultural 
products, notably milk, lettuce and 
other fresh vegetables, berries, meat, 
and poultry products, could be pro- 
duced and marketed by farmers on 
the peninsula if the proposed service 
were established. The evidence also 
shows that business houses in Ballard 
including a large cold-storage plant 
and a large dairy are unable to de- 
velop a business in the peninsula, but 
could if a direct service existed. The 
contention of protestant that the pres- 
ent service through Edmonds enables 
the people of the peninsula and the 
business men of Ballard to trade with 
each other, is completely disproved by 
the fact that no such commerce now 
exists and the record abundantly 
shows that such a commerce cannot 
exist with the present round-about 
service. 

The record shows that Ballard of- 
fers a very desirable market not now 
available to farmers of the peninsula. 
A farmers’ codperative market has al- 
ready been established there and the 
50,000 inhabitants of the district 
could consume a large proportion of 
the foodstuff produced on the penin- 
sula. The record shows that the 
farmer can uniformly obtain a better 
price from stores in residential dis- 
tricts than he can from dealers in 
downtown markets or commission 
men. The farmers of the peninsula 
have formed marketing organizations 
and are endeavoring to reach the con- 
sumers without dealing through mid- 
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dlemen. The proposed service would 
aid this plan. 

The opposition of the Puget Sound 
Navigation Company in this case is 
largely bottomed upon the theory that 
the proposed operation between Bal- 
lard and Ludlow will divert traffic 
from the existing services of the pro- 
testant and in support of this conten- 
tion introduce evidence showing that 
nearly all of the traffic of the Ed- 
monds-Ludlow ferry comes from, or 
is destined to, Seattle and points 
south. It is an anomalous fact that 
a new service often creates its own 
business rather than by diverting busi- 
ness from existing services. Trade is 
stimulated which theretofore did not 
exist. The record shows several in- 
stances of this fact. In August, 1928, 
the Kitsap County Transportation 
Company established a ferry service 
between Ballard and Suquamish ap- 
parently in direct competition with the 
service furnished by the Sound Ferry 
Company between Edmonds and 
Kingston. Suquamish and Kingston 
are only a few miles apart. The area 
is limited compared with the Olympic 
Peninsula and the population is rela- 
tively small. In 1928 the Ballard- 
Suquamish ferry carried 19,788 pas- 
sengers and 4,712 automobiles while 
the Edmonds-Kingston ferry carried 
36,153 passengers and 20,945 automo- 
biles. In 1929 the Ballard-Suqua- 
mish ferry carried 71,632 passengers 
and 18,173 automobiles and the Ed- 
monds-Kingston ferry carried 39,365 
passengers and 19,373 automobiles. 
The figures taken from the annual re- 
ports of the two companies offered in 
evidence indicate that the Ballard- 
Suquamish ferry did not gain its trade 
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at the expense of the Edmonds- 
Kingston ferry. 

In an effort to establish diversion 
of business from the Edmonds-Lud- 
low route the protestant introduced a 
detailed record as to the origin and 
destination of automobiles for a pe- 
riod of about three weeks in July and 
August of this year. These exhibits 
Nos. 34 and 35) show that the total 
number of cars originating or des- 
tined for Ballard during a period of 
peak travel was only twenty-eight. 
During identically the same period the 
newly established ferry from Bal- 
lard to Suquamish handled over 
twenty-eight hundred cars, without 
diverting any substantial amount of 
business from any other route. When 
the limited area and population of the 
district about Suquamish is compared 
to the large area and population of 
the Peninsula, it clearly appears that 
the proposed route will create and 
serve a traffic not now handled at Ed- 
monds or anywhere else. 

The contention of protestant that 
any diversion of business will cause It 
to operate at a loss does not require 
any extended discussion. As we have 
already pointed out, there is no reason 
to apprehend any substantial diversion 
of business. Furthermore, Chapter 
248 prohibits a new service required 
by public convenience and necessity 
only when the proposed operations are 
between districts already served. 

Exhibit 47 of protestant shows that 
from 1922 to 1929, inclusive, the 
gross revenues of the company in- 
creased approximately 50 per cent; 
that during the same period, the ex- 
penses and net revenues increased in 
about the same proportion, but the op- 
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erating profit declined steadily. From 
the exhibit it would appear that the 
decline in profits is caused by mount- 
ing overhead expenses called “admin- 
istrative expenses” in the exhibit. In 
1922, the first date shown on the ex- 
hibit, the Navigation Company was 
conducting an operation practically as 
large as that conducted in 1929 and 
undoubtedly had an office force suf- 
ficient to take care of the administra- 
tive details of the business. The only 
additions since 1922 that come to our 
minds are the Sound Ferry lines ac- 
quired in 1928 and some small auto 
transportation companies acquired or 
established from time to time. If the 
company could curtail the “adminis- 
trative expenses” to the figures obtain- 
ing before 1926, operating profits 


would be substantially increased and 
the continuing danger of a deficit 
averted. 

The Department finds that the ferry 
service proposed by applicant between 
Port Ludlow and Ballard is not serv- 
ice in a territory now served by any 
of the lines of the protestant, Puget 
Sound Navigation Company. 


ORDER 


Wherefore it is ordered that appli- 
cation for amendment herein be 
granted and that Certificate S. B. C. 
No. 14 standing in the name of the 
Ballard-Ludlow Ferry Company be 
amended to authorize ferry service be- 
tween Ballard and Port Ludlow, 
Washington, in addition to the serv- 
ice now rendered. 





ALABAMA PUBLIC SERVICE COMMISSION 


Re Southeastern Telephone Company 


[Docket No. 5899.] 


Rates — Cost of special service — Installation charges. 

1. Customers who require special services, such as those who make fre- 
quent changes in address resulting in additional special costs or who for 
their own convenience change the location of telephone stations, should 
be required to pay a reasonable part of the actual cost to the company of 
such changes and special service, p. 282. 

Rates — Telephones — Service connection charges — State-wide uniformity. 
2. The Commission, in accordance with the request of a telephone com- 
pany petitioning for increased service connection charges on installations, 
changes of address, and relocation of customer stations, so modified the 
proposed charges as to be uniform with similar charges made by other 
companies operating within the state, p. 282. 


{November 8, 1930.] 


| gpscnit ang of a telephone company for authority to collect 
service connection charges; granted as modified herein. 


P.U.R.1931A. 
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By the Commission: The South- 
eastern Telephone Company has filed 
with the Commission a petition ask- 
ing that it be allowed to collect service 
connection charges and charges for 
moves and changes at its exchanges 
located in the towns of Geneva, Hart- 
ford, Samson, and Slocomb, in 
Geneva county, Alabama. The pro- 
posed charges are as follows: 


Service Connection Charges 


(a) Instrumentalities not in place: 
Individual line or party line serv- 
ice: 

Each main station ........ secce OO 

Extension station: 

Installed at the same time as a 
main or other extension sta- 
BE, pc aaeda re esaGemaKeses 

Installed after the establishment 
of a main or extension station 

(b) Instrumentalities in place: 

Where service is established by 
the use of instrumentalities al- 
ready in place on the appli- 
cant’s premises, provided no 
change is made in the type or 
location of such instrumentali- 


1.50 
3.50 


ties, except changes necessary 
because of a change in the 
class or grade of service. 
Individual line or party line serv- 
ice: 
ERCH TIN SATION ..n.. ccccccsces 1.50 
Each extension station .... No charge 


Charges for Moves and Changes 

(a) Moving a main station telephone set 
from one location to another on 
ee er re .00 

(b) Moving an extension or private 
branch exchange station from one 
location to another on same prem- 
ises a charge equaling the service 
connection charge applicable if in- 
stalled anew. 

(c) Moving other equipment or wiring 
from one location to another on 
the same premises a charge based 
on the cost of labor and material. 

(d) Change in type or style of tele- 
Orr eee reer 

(e) Other changes in equipment or 
wiring a charge based on cost of 
labor and material. 


The petition was heard by the Com- 
mission on September 8, 1930, at 
which time the company was repre- 
sented by Hon. W. O. Mulkey, attor- 


1.00 
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ney, and Mr. D. B. White, division 
manager. 

No one appeared in opposition to 
the granting of the petition but 
previous to the hearing several pro- 
tests were received by the Commis- 
sion against the granting of this pe- 
tition and the company’s petition in 
Docket No. 5898 for authority to col- 
lect an additional charge of 25 cents 
per month for desk set telephones and 
50 cents per month for hand set tele- 
phones. 

At the hearing of these cases the 
petition in Docket No. 5898 was 
withdrawn. Subsequently, petitioner 
has renewed its petition in Informal 
Docket No. 686, for a charge of 50 
cents per month for hand sets, which 
petition has been granted. 

Protests against the granting of 
both petitions were received from the 
towns of Slocomb, Geneva, and Hart- 
ford, from several individual sub- 
scribers, and a petition was received 
from a number of citizens of Hart- 
ford. 

Petitioner presented oral testimony 
and exhibits in support of its appli- 
cation for authority to make the pro- 
posed charges. It states that the cost 
of establishing telephone service to a 
new subscriber or to a subscriber who 
has moved from one location to an- 
other, including material that is ordi- 
narily not reusable, is approximate- 
ly $4.57, which was later revised to 
$4.26. It proposes to make a service 
connection charge for these items of 
$3.50. Our order herein shows, how- 
ever, that the Commission has allowed 
a charge of only $3 for such service 
connection. 

Petitioner estimates the cost of 
moving equipment from one location 
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to another on the same premises, in- 
cluding material that is ordinarily not 
reusable to be $3.21, and it proposes 
a charge of $3 for this service, which 
charge the Commission reduces and 
allows in the amount of $2.50. The 
Commission does not entirely agree 
with these cost estimates submitted 
by the company. 

Petitioner states that the cost of 
establishing service to new subscribers 
and the cost of moves and changes at 
the request of the subscriber should 
be borne in part by the new sub- 
scribers and by the subscribers who 
benefit by these changes, rather than 
by all the subscribers. 

An important variation in the de- 
mand of telephone subscribers is that 
relating to the period during which 
they retain service. Some subscribers 
retain telephone service at a given lo- 
cation for short periods. Others 
keep service without any change in 
equipment or its location for many 
years. Under petitioner’s proposed 
rules and regulations, the term of 
contract is one month, and petitioner 
states that the revenue derived from 
one month’s service, or even one 
year’s service, in many cases, is less 
than the cost of making the connec- 
tion. To promote stability in its sub- 
scribers and to prevent a promiscuous 
and expensive change in equipment 
and location are some of the objects 
of the proposed charges. 

This Commission has previously 
approved similar charges for other 
telephone companies operating under 
its jurisdiction. At the time these 
charges were approved they were in- 
tended to cover in part the noncapi- 
talized expenses (cost of physical in- 
stallation, accounting, listing, ter- 
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minal labor, etc.) incurred in estab- 
lishing a new unit of service and later 
discontinuing that unit of service, to- 
gether with the expenses resulting 
from the average net wiring loss, 
where stations are removed. It was 
the Commission’s opinion at that time 
that said charges when used to off- 
set expenses, which should not be ab- 
sorbed in the regular monthly ex- 
change service charges, were more 
equitable between subscribers and 
served as a protection to the general 
level of the regular monthly exchange 
rates. 

The telephone business in any ex- 
change area undergoes. constant 
change, not only as to the number of 
subscribers served, but as to the 
identity and location of individual 
subscribers. New subscribers are 
taken on, old subscribers discon- 
tinued, and subscribers, from time to 
time, change and move their telephone 
stations from one location to another. 
The continuous change of the person- 
nel of subscribers and of location of 
telephone stations and equipment 
costs substantial sums of money. 
That this is so can be the more readily 
understood when we consider 

(a) The cost of the clerical work 
involved. 

(b) The cost of actual connection 
of the telephone instruments and the - 
changes necessary on the switchboard 
in connection therewith. 

(c) The cost of disconnecting and 
removing the telephone instruments 
and materials with the attendant loss 
in material which cannot be used 
again. 

(d) The cost of the required 
change in directory listings, etc. 

Within the limits of this report it 
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is impossible to detail the necessary 
operations involved in station instal- 
lations, changes, and removals. But 
all of the operations are items of 
necessary expense to the company in- 
cident to its rendition of service which 
would have to be taken care of in the 
rate charged to all subscribers, unless 
those expenses dealt with in this pro- 
ceeding are separately assessed to the 
individuals in whose behalf and for 
whose benefit such expenses are in- 
curred. 

[1] The Commission deems it a 
generally fair proposition to be ap- 
plied in rate making that those who 
require special services, who make 
frequent changes resulting in ad- 
ditional special costs and who, for 
their own convenience, change the lo- 
cation of telephone stations and in- 
strumentalities, should be required to 
pay a reasonable part of the actual 
cost to the company of such changes 
and special service. The fairness of 
such regulations to the body of sub- 
scribers who do not demand these 
things is self-evident. 

The proposed charges will not 
serve to increase the rates of any 
existing subscriber, affecting the 
present subscribers only when they 
desire to make some change in the 
location or type of their equipment, 
but will ultimately make lower rates 
possible by more equitably apportion- 
ing the costs incurred in such moves 
and changes. 

[2] Petitioner stated at the hear- 
ing that it desires to make its proposed 
charges uniform with similar charges 
made by other telephone companies in 
the state and that in case any of its 
proposed charges were higher than 
the ones in effect it wished them 
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modified so that they would be uni- 
form. The Commission has, there- 
fore, modified certain of the proposed 
charges to conform to similar charges 
in effect in Alabama. The class of 
construction installed by petitioner is 
not as good on the whole as that of 
some of the larger telephone com- 
panies of the state, and, therefore, the 
Commission is reducing some of the 
proposed charges so that they will be 
in line with existing conditions and 
rates. 

After giving consideration to all 
the facts, the Commission is of the 
opinion that petitioner should be al- 
lowed the following charges: 


Service Connection Charges 
(a) Instrumentalities not in place: 
Individual line or party line serv- 
ice: 


Each main station ......cc... $3.00 
Each extension station: 

IE es rardion cn saan bownwaes 1.00 

IR ci rs cosbeneacndswense - 13 


(b) Instrumentalities in place: 

here service is established by the 

use of instrumentalities already 

in place on the applicant’s prem- 

ises, provided no change is made 

in the type or location of such in- 

strumentalities, except changes 

necessary because of a change in 

the class or grade of service. 
Individual line or party line serv- 

ice: 

Each main station .............- 1.50 

Each extension station ...... No charge 


Charges for Moves and pate 
(a) Moving a main station telephone 
set from one location to another 
on the same premises ............ 
(b) Moving an extension or private 
branch exchange station frora one 
location to another on same prem- 
ises a charge equaling the service 
connection charge applicable if in- 
stalled anew. 
(c) Change in type or style of tele- 
OO EE ee er 
(d) Other changes in equipment or 
wiring a charge based on cost of 
labor and material. 


1.00 


An appropriate order is issued 


herewith. [Order omitted.] 
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CALIFORNIA RAILROAD COMMISSION 


Re Columbia Utilities Company 


[Decision No. 23066, Application No. 16981.] 


Security issues — Amount. 


1. It is contrary to the interest of the public to issue 2,500 shares of stock 
against the utility’s investment of $10,000, p. 284. 


Security issues — Commission authority — Transfer agent. 
2. Neither the Public Utilities Act nor the Commission’s Rules of Proce- 
dure require the appointment, in a proceeding by a utility for authority 
to issue securities, of a transfer agent to handle the stock, nor the ap- 
proval or confirmation thereof by the Commission, p. 284. 


[November 12, 1930.] 


A PPLICATION of a utility corporation for authority to issue 
securities; granted in accordance with the opinion herein. 


Appearance: C. Huntington Ja- 
cobs, for applicant. 


By the Commission: In this appli- 
cation the Railroad Commission 
has been asked to make an order 
authorizing Columbia Utilities 
Company of California, Limited, to 
issue and sell 2,500 shares of its 
capital stock without nominal or 
par value, at the price of $4 a share. 

It appears that Columbia Utili- 
ties Company of California, Limit- 
ed, is a corporation organized on 
or about August 20, 1930, under 
the laws of the state of California 
with an authorized capital stock of 
2,500 shares, all of no par value and 
all of the same class. No stock 
has been issued to date, but it ap- 
pears that applicant’s incorpora- 
tors have subscribed to all the au- 
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thorized shares at the price of $4 a 
share and have paid into the com- 
pany’s treasury the sum of $10,000. 
It is now proposed to issue the 
shares of stock in full payment and 
satisfaction of the amounts thus 
advanced. 

The record in this and in a pre- 
vious application, No. 16842, shows 
that the company was organized, 
at the outset, at least, to engage in 
the telephone business in Modoc 
and Siskiyou counties, California, 
with the exchange to be located 
near or at the purposed town site 
of Tule Lake. It appears that on 
October 1, 1930, under authority 
granted by Decision No. 22890, 
dated September 22, 1930, in Ap- 
plication No. 16842, the company 
acquired from Agnes Richey Kat- 
tenhorn telephone lines and prop- 
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erties located in the above coun- 
ties, together with a certificate of 
public convenience and necessity 
theretofore granted her by the 
Commission. The order of the 
Commission, as amended, granting 
said certificate, provides for the 
establishment of the central office 
at Tule Lake on or before May 1, 
1931. It appears that applicant’s 
lines connect with lines located in 
Oregon, having central offices at 
Merrill and Malin, Klamath coun- 
ty, owned by a corporation affiliat- 
ed with applicant and controlled by 
the same interests. 

[1] Testimony offered in the 
preceding application indicates 
that the cost of the California prop- 
erties now owned by applicant was 
$5,000, and that it was the inten- 
tion of applicant to expend about 
$7,500 in making additions, better- 


ments, and extensions. We do not 
believe that it is in the interest of 
the public that there be issued 
2,500 shares of stock against an in- 
vestment of $10,000. The order 
herein will authorize the issue of 
400 shares of stock at $25 per share 
and the use of the proceeds for the 
purposes set forth in the order fol- 
lowing. 

[2] Applicant also asks the Com- 
mission to confirm the appoint- 
ment of Raymond T. Anixter as 
transfer agent of its stock. How- 
ever, neither the Public Utilities 
Act nor the Commission’s Rules of 
Procedure require the appoint- 
ment of a transfer agent nor the 
approval or confirmation thereof 
by this Commission. It, therefore, 
appears unnecessary for us to pass 
on that phase of applicant’s peti- 
tion. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


William F. Lester 


Cheltenham & Abington Sewerage Company 


[Complaint Docket No. 7978.] 


Service — Sewerage utility — Discontinuance for improper fixtures. 
The complaint by a patron of a sewerage utility against a threatened dis- 
continuance of service, because of a certain drainage fixture on his prem- 
ises, was dismissed, where such fixture made it possible for cellar wash 
water and other objectionable matter, such as ashes and sweepings, to 
enter the sewerage main which the utility was required by contractual 
agreement to use only for sanitary drainage purposes. 


[October 21, 1930.] 


P.U.R.1931A. 


284 














LESTER v. CHELTENHAM & A. SEWERAGE CO. 


C 


By the Commission: The com- 
plainant in this proceeding, the 
owner of a property in Glenside, 
Abington township, Montgomery 
county, avers that respondent sew- 
erage company proposes to discon- 
nect his service for the reason that 
certain of his facilities are alleged 
to be not in conformity with the 
company’s prescribed rules and 
regulations. 

When complainant’s residence 
was built the cellar floor was 
sloped to a central point where a 
cellar drain was placed, chiefly for 
the purpose of carrying off the 
waste water used for flushing the 
cellar floor. The piping was ex- 
tended under the cellar floor from 
the drain to a supporting column 
and up said column for about 4 
feet. A short distance from the 
base of the column a hand hole or 
clean-out trap was placed in the 
pipe for cleaning purposes. The 
vertical pipe was originally intend- 
ed to be connected with a water 
power vacuum cleaner, which, 
however, was never installed. The 
pipe has been and is hermetically 
sealed and the hand hole or clean- 
out trap is closed with a yoke and 
thumb screw. 

Sometime in October, 1928, a 
shower attachment was suspended 
from the first floor beams in the 
cellar directly over the cellar drain. 
There is no particular objection to 
this shower bath, provided it were 
properly connected to the sanitary 
sewer system and installed in ac- 


P.U.R.1931A. 
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OMPLAINT by a patron of a sewerage utility against a threat- 
ened discontinuance of service; dismissed. 


cordance with the plumbing code. 
The vertical pipe and hand hole or 
clean-out trap are connected to 
respondent’s separate sanitary 
sewer system. So also is the cellar 
drain. 

Respondent’s objection to the 
cellar drain is that it permits cellar 
wash water and other objection- 
able matter such as ashes, cinders, 
sweepings, and extraneous mate- 
rial to enter the separate sanitary 
sewerage system. Since respond- 
ent disposes of all sewage collected 
by it into the main trunk sewer of 
Cheltenham township and thence 
into the sewer system of the city of 
Philadelphia, under the terms of a 
written agreement whereby there 
is paid to the city of Philadelphia 
annually a stipulated price per unit 
of volume of sewage as measured, 
and under an agreement to pre- 
vent the entrance of storm water 
and all other objectionable matter 
(except sanitary sewage) into the 
trunk sewers, in accordance there- 
with, its rules and regulations have 
been devised and promulgated and 
its policy has been to uniformly en- 
force compliance therewith. Con- 
sequently to consent to and permit 
complainant the use of his plumb- 
ing fixtures as now installed, name- 
ly, the cellar drain in question, 
would in fact establish a precedent 
in violation of said agreement with 
Cheltenham township and the city 
of Philadelphia, as well as respond- 
ent’s rules and regulations. A sys- 
tem of separate sewers is a mod- 
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ern and well recognized one and is 
a system for the collection and re- 
moval from populated territory of 
the wastes of human existence ex- 
clusive of storm water drainage. 
Respondent’s rules and regulations 
are designed to enforce the separa- 
tion of sewage from other drainage 
and do not appear to be unreason- 
able. 

From a study of the record we 
find that the hermetically sealed 
pipe and hand hole or clean-out 
trap closed with a yoke and thumb 


screw do not violate the rules of 
respondent company and are not 
improper if they remain closed. 

The Commission further finds 
that the cellar drain as it exists at 
the present time will permit the en- 
trance of improper drainage and 
waste into respondent’s sanitary 
sewer system, and hence is in vio- 
lation of respondent’s reasonable 
rules and regulations. The com- 
plaint, therefore, will be dismissed 
and an order will accordingly 
issue. 





WISCONSIN RAILROAD COMMISSION 


Re Augusta Light & Telephone Company 


et al. 


(U-3959.) 


Oscar Swanson et al. 


Polk Electric Light Company 


(U-3995.) 


Service — Rules — Minimum connecting load requirement. 
1. An electric company which is protected from financial loss from small 
users by a minimum bill rate is not entitled to require a specified connec- 
tion load guarantee before extending service, p. 287. 


Rates — Option to patrons contributing to extensions — Electricity. 
2. Rural customers already attached to an electrical system who had con- 
tributed to the expense of their own extensions, upon the adoption by the 
utility of a new rate providing such extensions only at its own expense, 


P.U.R.1931A. 
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were given an option to continue under their old rate, or to adopt the new 
rate, receiving a cash refund of the amount contributed, p. 28/. 


[October 14, 1930.] 


| ig apiorcggase by the Commission on its own motion into 
the rates, rules, and practices of a certain electric and tele- 
phone company; rates and rules adjusted. 


By the Commission: Under date 
of February 13, 1930, Federal Public 
Service Corporation filed with the 
Commission a proposed schedule of 
rates, rules, and regulations govern- 
ing rural electric service of the said 
companies. Under date of March 15, 
1930, the Commission, being of the 
opinion that facts existed sufficient to 
warrant a formal investigation and 
hearing relative to said matters, is- 
sued its order for and notice of in- 
vestigation. 

Hearing was held in Madison on 
April 16, 1930, and in Frederic and 
Grantsburg on May 8, 1930. Helmer 
Hansen, Secretary of each of the said 
subsidiary companies, and E. G. 
Waters, their Vice President, appeared 
on the behalf of the said companies, 
and J. R. Jones, Village Attorney, ap- 
peared on behalf of the village of 
Casco at the Madison hearing. Mor- 
ris E. Yager appeared on behalf of 
certain subscribers and Helmer Han- 
sen appeared on behalf of the Clam 
River Electric Company at the Fred- 
eric hearing. Helmer Hansen ap- 
peared on behalf of the applicant and 
Albert E. Swanson, C. A. Taylor, and 
Arnold Peterson appeared as a com- 
mittee of three, of which Mr. Swan- 
son was chairman, to represent the 
farmer subscribers at the Grantsburg 
hearing. 
P.U.R.1931A. 


Under date of May 23, 1930, Oscar 
Swanson and forty-four other rural 
subscribers of the Polk Electric Com- 
pany filed an application with the 
Commission asking for a revision of 
the rural electric rates of the said 
company. Hearing was held in 
Frederic on July 15, 1930. Bert Hop- 
kins and N. J. Larsen appeared on 
behalf of the petitioners, and Helmer 
Hansen on behalf of the respondent. 
It was agreed at this hearing to in- 
corporate this case with aforesaid 
Case U-3959 covering the same sub- 
ject. 

The proposed rates and rules for 
rural electric service are as follows: 
[Rate schedule omitted. ] 

[1, 2] The Commission can see no 
objection to the proposed rates and 
rules as regards future consumers ex- 
cept for the provision of paragraph 
C, § 7, that the consumer will be re- 
quired to guarantee a minimum con- 
nected load of 3 kilowatts. The serv- 
ice charge, which is also the minimum 
bill, protects the company from loss 
in serving a small user and as long as 
the customer is willing to pay this 
charge the company is not entitled to 
require any specified connected load. 
With this correction, the rates and 
rules seem reasonable for new business 
and will not provide an excessive re- 
turn upon the investment. The diffi- 
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WISCONSIN RAILROAD COMMISSION 


cult question, and the one with which 
the hearings were largely concerned, 
is the equitable handling of the now 
existing customers, many of whom 
have contributed toward the cost of 
their lines. This problem does not 
arise with regard to the Augusta 
Light and Telephone Company or the 
LaFarge Electric Company, since it 
appears from the testimony that these 
companies have at present no rural 
electric customers, It was the concen- 
sus of opinion at the hearings that 
both the present consumers and the 
companies would be satisfied with an 
arrangement whereby the existing 
consumers would remain on the pres- 
ent rate, or an amendment of the 
present rate, with the option of going 
on to the proposed rate and receiving 
a cash refund of the amount contrib- 
uted to the company. The Commis- 
sion feels that such an arrangement 
would be entirely fair to all parties. 
However, there are in effect for cer- 
tain of the companies various rates, 
some of which have never been filed 
with the Commission and some of 
which require amendment in order to 
provide a fair option to the existing 
consumers. 

This situation is particularly com- 
plicated in regard to the Polk Electric 
Light Company which has two rates 
in effect for customers who made con- 
tributions for extensions and a third 
rate for customers who made no con- 
tributions. The rates for the former 
class of customers, called Rates I and 
II at the hearing, both have a flat 


energy charge of 12 cents per kilo- 
watt hour. Rate I has a $1 minimum 
charge and Rate II a $1 service 
charge. It is proposed to substitute 
for these two rates a new rate pro- 
posed by the applicants in Case U- 
3995 and to give the customers now 


. receiving service under either of these 


rates the option between this new rate 
without a refund and the new rate 
proposed by the company with a re- 
fund of contributions. The existing 
rate for customers who made no con- 
tribution for their extensions, re- 
ferred to as Rate III at the hearing, 
is very similar to the rate proposed 
by the company; the proposed rate 
would slightly increase the bills of 
customers using less than 17 kilowatt 
hours per month and decrease the bills 
of customers using more than that 
amount of electricity. It, therefore, 
seems reasonable that these customers 
shall receive service under the new 
standard rate proposed by the com- 
pany. 

The proposed rates for telephone 
service of the Augusta Light and 
Telephone Company are the existing 
rates and will not allow the company: 
to earn an excessive return on its tele- 
phone business. The proposed rules 
and regulations are in line with the 
general practice of telephone com- 
panies in the state which have received 
the approval of the Commission on 
numerous previous occasions, except 
Rule 7 relative to rejection of appli- 
cations, which will not be approved. 
[Order omitted. ] 





P.U.R.1931A. 
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open hearth steel which is further improved by 
the Union Metal cold-rolling process. 
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concrete. Left, close-up of 
base. Note ground collar. 
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HEAT BALANCE of 
No. 7 BOILER OUTPUT 1,000,000 lb. per hr. 


Loss due to moisture in coal 

‘ Combustible in refuse 
Moisture in air 
Radiation and unaccounted for 
Total losses 


Efficiency and heat to boiler 














B.t.u. Per cent 
ll 0.1 
453 3.0 
1,137 7.7 
73 0.5 
30 0.2 
294 2.0 
1,998 13.5 
12,772 86.5 
Total 14,770 100.0 














The above heat balance is from paper presented at the Summer Convention 
of the A.I.E.E., Toronto, Ont., Canada, June 23-27, 1930, by C. B. Grady, 
Mechanical Engineer, W. H. Lawrence, Chief Operating Engineer, and R. H. 
Tapscott, Electrical Engineer, of The New York Edison Company. 


Boiler Unit No. 7 is one of three Combus- 
tion Engineering Steam Generating units 
installed at the East River Station of The 
New York Edison Company. 


This heat balance shows the results of a 
twelve hour test run, where evaporation 
averaged 1,000,000 Ib. per hour. For 
peaks, this unit has operated at the rate of 
1,270,000 Ib. per hour. 


Analysis of the coal used in the test of 
No. 7 Boiler: 
Proximate Analysis (dry basis) 


We Saiicsitecenitnnersichess 21.5 per cent 
Fixed Carbon ................ 72.4 per cent 
TI ei cicnistnitacntine tcersttioial 6.1 per cent 
GR scctccccseacucciectosecin 14,770. per cent 
BN scicserescnersecine 1.4 per cent 


(Moisture in coal as fired—1 per cent) 
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classes were 1,592,188, 
and fotal, installed elec- 
tric generating capacity 
was 1,390,214 kilowatts. 
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estimated population of . 


Market Street Railway Co. (San Francisco) 


Te 
Mountain States Power Company 
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» Oklahomer Gas dtd Electric Company 


Philadelphia- se Y 

Pittsburgh Railways Company 

San Diego Cons. Gas and Electric Co. 
Southern Colorado Power Company 
Wisconsin Publiz Sieve Corporation 
Wisconsin Valley Electric Company 
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Deep Rock Oil Corporation ha 


BYLLESBY ENGINEERING, AND 
MANAGEMENT CORPORATION 


ENGINEERS— MANAGERS 


231 South La Salle Street, Chicago, Illinois 
































